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POSSIBLE EFFECTS OF JAPANESE 
COMPETITION 


By A. ©, Palfreeman 


There has been much comment of late 
on the dangers of Japanese competition 
in world markets, From Lancashire 
eome reports of fears for the loss of 
markets which since 1945 have been 
monopolized by Lancashire manufactur- 
ers; much has been made of the b!ow to 
Britain’s export drive should Japanese 
competition be allowed to go unchecked; 
from Japan. come sensational reports on 
Japanese designs to invade and conquer 
the markets of South-East Asia, of Japan 
becoming the ‘‘industrial annexe’’ of 
the United States in the Pacific, and 
ereating for herself a position in South- 
East and East Asia akin to the position 
of the Western European countries in 
world markets towards the end of the 
nineteenth century, 

Japan will provide consumer items and 
to a certain extent capital goods in ex- 
ehange for raw material and primary 
agricultural products from the rich areas 
of South-East Asia which will have to be 
satisfied with what is called in the 
fallacious jargon of the day, a colonial 
economy. 

A certain amount of all 
have been purposefully exaggerated in 
order to influence the peace _ treaty 
negotiations into including commercial 
restrictions in the final draft; but most 
of it is of course the expression of a 
real anxiety for the pcssible effects of 
Japanese cut-throat competition. 

We have now seen the final draft of 
the treaty, and the comment resulting 
therefrom; it can be seen, as was to be 
expected, that it is almost entirely polli- 
tical, and economic clauses are seen pri- 
marily in their relation to political and 
strategic considerations; thus from Wash- 
ington we learn that steady progress has 
been made towards building up Japan 
into the *‘industrial workshop of Asia,’’ 


this may 


by increasing the flow of raw materials 
from South-East Asia to Japan and the 
flow of capital goods in_ the opposite 
direction; the reason given however is not 
that this will lay the foundation of a 
new integrated economy for this part of 
the world, but that it is a long range 
program designed to contribute to the 
stability of the area and to create an 
economic barrier against the infiltration 
of Communism; in other words an econo- 
mic process to be used for political and 
strategic purposes, ‘ 


This is probably the only course in the 
present circumstances; with the imminent 
danger of Communism sweeping over the 
southern and eastern periphery of Asia, 
the front line of American defence, it is 


. natural that primary consideration should 


be given to the only permanent defence 
possible—a healthy, stable economy and 
a satisfied people. 


But may we be permtted to look be- 
yond the period of imminent danyer? 
Beyond even the so-called long range 
program of Washington to build up Japan 
into a bulwark against Communism? Is 
it not possible to emerge, if only for a 
moment, from the chaos of the present 
and catch a glimpse, however brief, of 
possib'e future prosperity, and to indulge 
in the hope, however faint, that one day, 
instead of economics being used for 
political purposes, politics will be used 
sole'y for the economic well-being of the 
world, 


It is admittediy not possible to foresee 
with any certainty the possible effects of 
a large scale revival of Japanese indus- 
try in relation to world markets, but some 
very general indication is possible, first 
in relation to the present disorganized 
state of affairs, and secondly from the 
long range point of view which we must 


presume to be parallel to gradual political 
stability and economic development in the 
area, 


Immediate effects 


Obviously in the short run a certain 
dislocation of markets due to a Japanese 
revival is probably unavoidable, but it 
is doubtful whether the effects will turn 
out to be as drastic as some observers 
seem to imagine, We need only look at 
Japan’s raw material position and at 
the opposition in South-East Asia to 
Japanese goods. 


It is not necessary here to quote figures 
and percentages to illustrate the raw 
material position; enough to say that, if 
not critical, at least it is very unsatis- 
factory, Approximately 80% of the raw 
cotton necessary for the nation’s chief 
export industry comes from the United 


States and the supply and price is entirely 


dependent on American requirements and 
the progress of the emergency program 
in that country; indications are that the 
supp!y is not sufficient and that produc- 
tion this year will hardly reach 50% of 
the pre-war output, Alternative supplies 
from India and Pakistan are held up for 
lack of sterling. 

Another major industry, that of iron and 
steel, must suffer from the closure of 
Korean, Manchurian and Chinese sources 
of coal and ore supply, and access to these 
sources does not seem likely in the near 
future, The high cost of raw materials 
has been the cause of this industry being 
in receipt of large governmeat subsidies, 
which have been reduced laielv unly pe- 
cause of the more or less artificial boom 
of the Korean war; certainly the industry 
seems to lack a sound economic basis, 

Much more fundamental however is the 
problem of markets for Japanese goods. 
To speak of the Japanese invasion and 
capture of the vast markets of South-East 
Asia overlooks the existence of some vital 
post-war changes and of certain conditions 
in that area which must influence the 
pattern of trade for,years to come. 
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Many of these countries | haare _very 
recently achieved complete independence 


and have technical Sovereign control over 


their economie destiny. Their chief ob- 
session is to industrialise as fast as pos- 
sible, and however questionable the econo- 
mic advantages of this may be, the politi- 
eal and ideological reasons behind it are 
clear, From long experience these peoples 
know that political aggression is based on 
economic motives and that military might 
is maintained by industrial superiority ; 
their obvious defence is to use the same 
Weapon and political power is therefore 
understood to be inseparable from indus- 
trialisation; and this desire to industri- 
alise must result in strong opposition to 
- Japanese attempts to invade their mar- 
kets, and in various schemes to keep out 
Japanese goods and to foster home indus- 
tries. Japanese salesmanship must now 
contend with a nationalism which hardly 
existed ten years ago, 3 


Long range effects 

As to the more distant future and the 
long range policy to be followed, present 
comment seems confused, inadequate, and 
generally speaking, quite unrealistic. 
Much of it follows the same general theme. 
Lancashire and the British dominions 
want a forcible curtailment of Japanese 
textile production or at least a high 
tariff barrier to keep out Japanese cot- 
tons, Norway wants restrictions on 
Japanese whaling enterprise, and fears 
are expressed in many countries in re- 
lation to the effects of the Japanese 
shipping revival, and so on. 

Actual curtailment of Japanese pro- 
duction is technically impossible, as Japan 
now regains her national sovereignty and 
her right to produce as much as she wants, 
Indirect methods such as embargoes on 
raw materials to Japan, high tariffs and 
import quotas, and political pressure, are 
possible and in fact, by all the indications, 
will probably be used in one way or the 
other by most countries affected by 
Japanese competition. 

_ Here we must face the issue and exa- 
mine the feasibility of maintaining a 
series of measures against Japan’s econo- 
my, which in fact amount to little less 
than economic sanctions, for an indefinite 
period of time, 

In the long run little good can come 
of it, It will be the mainspring of con- 
tinuous friction which will inevitably be 
turned into accusations of racia) discri- 
mination, and it can only increase mutual 
distrust and suspicion and lead to a varie- 
ty of retaliatory action. 

Discriminatory action of this kind is 
also quite contrary to the outwardly ac- 
eepted principles of international ¢co- 
operation to which the principal exponents 
of anti-Japanese measures apparently 


subscribe in good faith. 
Great Britain, for example, subscribes 


Py tific Defence and the Japanese Peace Treaty 


Mr, Andrei Gromyko’s prophecy that 
the Japanese Peace Conference would last 
a month was belied by the actual course 
of events, On September 8 in San Fran- 
cisco a Peace Treaty has been signed, 
after only a week’s conference, between 
49 nations and Japan, admitting the 
latter to the family of nations to become 
once more the arbiter of her own histori- 
eal fate. Mr. Gromyko’s ambiguous 
statement that ‘‘After all, time is not 
the most important thing,’’ while infer- 
ring much and possibly meaning little 
can hardly be considered applicable to the 


present situation when time, both mili- ' 


tarily and politically, is of the gravest 
importance in so far as Japan and the 
future of the Pacific is concerned, It 
was apparently the policy of the Soviet 


‘Union to delay action and also to use 


the Conference as. a sounding board for 
propaganda. The U.S.A. however, as 
the principal actor in the play at the 
moment, recognising this desire was able, 
by a clever move in limiting the time for 
discussion to little more than one hour 
for each delegate, to forestall any ‘‘block- 
ing’’ tactics on the part of the USSR 
and to reduce the time for propaganda 
to a minimum, 

Mr, Truman’s opening address to the 
Conference was both wise and. cautious 


in its reference to Japan, He did not 
speak as a man voicing extreme optimism 
and satisfacti-1 et the successful con- 
clusion of a deal, but as one fully. re- 
cognising that the future history of Japan 
is yet to be traced and hoping: that it 
would be outlined somewhat upon the 
democratic lines which heve been instilled 


into the Japanese people during the years 


of occupation, He maintained that all 
the reforms the United States had out- 
lined had been achieved and incidentally 
he praised General MacArthur for the way 
in which this had been carried out, and 
added that the foundations for a peace- 
ful future had thus been laid. However, 
he added a word of warning that the 
slate had not yet been wiped clean and 
Japan would not find an entirely friendly 
and trusting world to greet her re- 
emergence into world. affairs and, what 
is even more tangible, as a keen com- 
petitor, 

As a matter of fact, misgivings have 
been freejy expressed in many parts of 
the world over to the revival of Japanese 
competition following the signing of the 
treaty, The methods adopted in the past 
to push the sale of Japanese goods have 
not been forgotten nor, to bring the point 
nearer home, is Hongkong likely to look 
with equanimity upon the potential threat 


in al] sincerity to a variety of agreements 
such as the International Monetary Fund, 
and the General Agreement on Tariffs 
and Trade, which have as their basic 
principle nothing more nor less than the 
progressive reduction and final abolition 
of tariffs, quotas, exchange control and 


other restrictive practices. How can she ° 


then propose to inaugurate these same 
measures on a large scale against Japan? 

At worst we must consider the British 
government as acting in bad faith and 
subscribing to the agreements from purely 
opportunist motives; at best we must 
consider the policy of restrictive measures 
as a negative one and the result of much 
muddle headed thinking, 

What lines could a positive and con- 
structive policy towards Japan take? The 
situation is as yet too fluid to make any 
definite suggestion, but. the obvious 
solution seems to lie in the framework 
provided by the United Nations Organ- 
isation, and its specialised agencies. 

The negative control exercised by the 
individual governments should pass to 
the positive, international and inter-racial 
control of the United Nations, The Inter- 
national Labour Organisation was. created 
to ensure that wages, conditions of work, 
sanitary conditions and so on would be 
raised to a minimum world standard; the 
World Health Organisation is striving to 
raise the universal standard of health; 
international trade agreements, non- 


governmental agencies such as_ interna- 
tional trade union organisations, and 
many others are all working towards the 
elimination of precisely those conditions 
which give rise to unfair trade eompeti- 
tion,” | 

Cynics will of course point to the 
Japanese record in the League of Nations 
and the I.L.0, between the wars, and 
to the present feebleness of the world 
organisation in carrying out its resolu- 
tions; but cynicism is purely negative and 
is but another obstacle to be surmounted 
when planning for the future, , 

International’ action in raising Japan- 
ese standards is only one side of the. 
question, The older industrial countries 
must also play their part, Obviously 
some branches of Japanese industry must 
always find a ready market, due for 
example to some inherent quality of 
workmanship. The effect of this can be 
counteracted only by increased speciali- 
sation in competitor countries, increased 
production, and much more allowance 
made for individual initiative which can 
adapt the economy to new conditions 
infinitely more rapidly than can govern- 
ment action, 

What is certain is that good will and 
common sense on each side, coupled with 
confidence in the United Nations must 
be the basis of the new cooperation and 
not a return to the old worn-out methods 
of bilateral trade warfare. 


| 

‘ 

| 

| 
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-parations have been made, 


1961 


FAR EASTERN ECONOMIC REVIEW 


323 


from the Japanese textile industry to the 
newly developed textile trade of this 
Colony. ° 

- Though most’ nations fully concur with 
Mr, Truman’s' sentiments respecting 
Japan’s position in the world, it is uni- 
versally recognised that the treaty is 
only a first and necessary step against 
the threat of aggression in the Pacific 
and that ‘‘there can be no progress,’’ to 
quote the U.S, President, ‘‘unless the 
Japanese people and their neighbours in 
the Pacifie are made secure against the 
threat of aggression. At the present 
time’’ he added, ‘‘the Pacific area is 
gravely affected by outright aggression 
and by threat of further armed attack’’ 
and it was therefore urgently important 
to bring Japan under the principles of the 
United Nations and within the protection 
of mutual obligations of United Nations 
members, Japan, in the meantime, has 
already expressed the intention of apply- 
ign for membership in the United Nations, 
and until that is accomplished the 
Japanese people are prepared to _ bind 
themselves to accept immediately — the 
basic obligations of a United Nations 
member, namely to refrain from aggres- 
sion to settle disputes peacefully and to 
support the efforts of the United Nations 
to maintain peace, 

The urgency of coneluding a peace 
treaty with Japan at this stage in the 
defensive plans for the Pacific, amongst 
which has been the signing of.a mutual 
agreement between the United States, 
Australia and New Zealand, has become 
paramoynt and Japan has now an op- 
portunity of showing whether the lessons 
learned during the past decade have been 
really imbibed or whether, now that the 


curb has largely been removed, the old 


spirit of militarism and expansion will 
revive. There are unfortunately already 
indications that Japan will very soon 
begin making demands upon the United 
Nations for the return of some of her 
former possessions, such as the Ryukyy 
and Bonin Islands, on the ground that 
expansion is necessary for her growing 
When these demands are 
satisfied it is not difficult ‘to foresee 


‘that, in spite of Mr, Yoshida’s present 


humble and ‘‘delicate position’’ which 
kept him in the background at the peace 
conference, they may at a later date, 
deve sp into more emphatic requests for 
further breathing space, Japan has in- 
deed been fortunate that the necessity 
for a peace treaty has become so urgent 
at this stage in world events that not 
only have all restrictive measures been 
eut to a minimum but no demands for re- 
Japan there- 
fore starts free of debt as it were, to 
follow the path she has laid out, but it 
is sincerely to be hoped that the choice 
of remaining a free democratic country 
rather than becoming a satellite state 


CRESCENDO IN BORNEO 


Mercifully free from the _ political 
storms sweeping other parts of the Far 


_ East, the three British territories which 


comprise British Borneo have been able 
to recover from the worst wounds of the 
Japanese occupation and can now devote 
themselves to problems of peaceful in- 
ternal development as envisaged in the 
Colombo Plan, Although almost wholly 
agricultural, British Borneo enjoys the 
benefits that flow from an expanding oil 
production and refining industry; output, 
at some 5 million tons a year, is now run- 
ning at five times the pre-war rate and 
is the highest in the British Common- 
wealth, but a continued expansion is 
foreseen; the area is still largely unsur- 


veyed and new exploration work is to 


be undertaken, according to the “Petro- 
leum Press Service” of London, 
While other parts of the Far East pre- 
sent a picture of economic frustration 
brought about by political disturbance 
or open war, the three British territories 
on the Northern shores of Borneo are 


now reaping the benefits of the arduous © | 
_ tion of nearly a million and an area of 


restoration work begun as soon as the 
Japanese armies broke up in 1945. During 
their three and a half! years’ membership 
of the Asian “Co-prosperity Sphere’, the 
inhabitants of Sarawak, Brunei and 
North Borneo had seen the destruction 
or neglect of all services not directly 
connected with Japan’s war effort, Build- 
ings and bridges were destroyed, har- 
bcurs became unusable, the few small 
geneatating plunts went out of action and 
plantations were invaded by weeds. 
Education came to an end, and in the 
absence of health precautions, the death 
rate from malaria and other preventable 
diseases shot up, Today, six years after 
the close of the war, the task of rebuild- 
ing is almost everywhere complete. New 
political forms have been adopted, and 
fresh energy is being devoted to the 
task of bringing to light the island’s 


will be the country’s guiding spirit for 
many decades to come. Time alone will 
show, but perhaps Mr. Gromyko’s state- 
ment when used in this connection may 
be correct, ‘‘After all, time is not the 
most important thing.’’ | 
Needless to say, the representatives of 
the Soviet Union, and its satellite states 
Czechoslovakia and Poland did not sign the 
treaty. This is not surprising when one 
studies the amendment put forward by 
Mr, Gromyko which, if included in the 
treaty, would have placed all the waters 
around Japan and adjacent to the main- 
land under the control of Russia. The 
time has passed since the USSR was able 
to gain territories, such as Manchuria, by 
the asking and the United Nations was 
naturally disinclined to place Japan under 
Soviet control—even if indirectly, The 
outstanding fact at San Francisco was 
that the Western nations are no longer 
afraid of Russia, and one would like to 


hope that this will not be lost upon the 


rulers in the Kremlin. 


hidden reserves of wealth, Only in North 
Borneo—as it happens, the one territory 
in which no oil is produced—does the 
legacy of wartime destruction still hold 
back the fresh advances which are now 
being planned. Brunei, the smallest of 
the three units, has now established itself 
as the greatest oil producer of the Bri- 
tish colonial territories. Its crude output 
recently topped a rate of 5 million tons 
a year, 3 

The six-year development programmes 


for British Borneo, published last year 


as the fruit of the Colombo conference, 
show how much has still to be done if 
the great natural resources of the area are 
to make their full contribution to human 
welfare. Large tracts of land are com- 
pieteily undeveloped, and agriculture—by 
which nearly the whole population lives 
—is carried on by primitive and very 
inefficient processes, The only railway 
built to carry both goods and passengers 
is the 120 mile line in North Borneo. The 
road system is rudimentary. All three 
territories, with their combined popula- 


80,000 square miles, boast onky 350 miles 
of metalled roads, River and coastal craft 
are relied upon to link towns and they 
have to carry practically all freight 
traffic. Ajthough Sarawak is known to 
possess valuable quantities of gold, anti- 
mony and coal, a start upon a systematic 
survey of British Borneo’s mineral wealth 
was not possible until 1949, then a grant 
for this purpose was given from Colonial 
Development and Welfare Funds, Oil is 
the only mineral to be produced by 
modern methods in British Borneo, and 
forms much the most important export. 

The Colombo Plan does not seek to 
impose premature industrial growth upon 
the simple peasant communities of Bor- 
neo, Over half the £%.7 million to be- 
spent in Sarawak and North Borneo on 
public authority programmes is earmark- 
ed for the extension of education ser- 
vices, the introduction of travelling dis- 
pensaries, the improvement of ‘water 
supplies, and other additions to the 
sccial capital. Next in importance come 
plans to improve communications by the 
building of roads, the extension of ports 
and airfields, and development of the 
telephone network, These plans make 
up one-third of the total programme in 
both Sarawak and North Borneo. Direct 
agricultural improvements will call for 
about 15 per cent of the total sum involv- 
ed while, in the absence of any indus- 
tries apart from oil, the resources to be 
directly devoted to fuel and power will 
be negligible, Becauce of the lack of 
investable local savings and the difficulty 
of increasing the revenue from taxes, 
most of the capital needed for the pro- 
jects in these two territories will have 
to come from overseas. 

In Brunei, on the other hand, with its 
population of only 40,000, income derived 
chiefly from oil royalties will be suffi- 
cient to finance a development program- 
me without external assistance. The 
Colombo Plan, an extract from which 
is given in Table I, was therefore able 
to exclude the needs of this small state 
from its preoccupation, 
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ECONOMIC SURVEY FOR ASIA AND THE FAR EAST 


The overall economic position of the 
eountries of Asia and the Far East during 
1950 was one of anxiety, caused not 
merely by the political situation and the 
impact of the Korean war, but by the 
inherent weakness of the economic and 
financial structure of countries of the 
region* which are always subject to the 
vicissitudes of external ‘‘wind and wea- 
ther’’ without the power or means effec- 
tively to control them. Although there 
have been improvements in the economic 
situation of many countries of the region 
due to the increased export prices in rela- 
tion to import prices as well as the 
favorable balance of payments position, 


* The term “region’’ is used in reference to 
the Associeted States of Indochina (Cambodia, 
Laos and Vietnam), British Borneo Territories 
North Borneo, Brunei and Sarawak), Burma, 

ylon, China, Hong Kong, India, Indonesia, 
Korea, the Federation of Malaya and Singapore, 
Nepal, Pakistan, the Philippines and Thailand. 


they were based primarily on the impact 
of the Korean war and rearmament in 
other parts of the world, which offers no 
stable and long range basis for prosperity 
of the region, In summary, these are 
the major findings of the Economic 
Survey of Asia and the Far East 1950, 
published by the United Nations Econo- 
mic Commission for Asia and the Far 

The opening months of 1950 promised 
fulfilment of the hopes that 1949 had 
marked the. end of the first phase of 
painful post-war recovery. Factors tend- 
ing to justify these hopes early in the 
year included the impetus given to post- 
war planning by the formation of the 
Colombo Plan; the fact that the world 
had ceased to be a seller’s market, and 
a larger flow of developmental goods 
could be expected; Western European 


_-eountries which had made substantial 


recovery were better able to meet the 
development needs of ECAFE countries; 
and the considerable improvement in 
production and transport in the ECAFE 
region. Political events in the midde of 
1950 halted progress, and weakened the 
forces of reconstruction and development 
in Asia, Although superficially the 
second half of 1950 and subsequent months 
brought a wave of prosperity to many 
parts of the region, the blunt and grimly 
paradoxical fact is that these improve- 
ments were based primarily on the im- 
pact of the Korean war and rearmament 


in other parts of the world. These 
could provide no stable basis for the 
prosperity of Asia and the Far East, The 


overall position is one of grave anxiety. 
Food Supply and Agricultural Production 

The slight improvement in the _ per 
capita food supply for 1949 continued in 
1950. The average caloric value of food 


TABLE I 
COLOMBO PLAN FOR DEVELOPMENT IN SARAWAK AND NORTH BORNEO (1951-57) 
(£ million) 
Transport External 
 Agri- & Communi- Fuel & Social Finance 
culture cations Power Capital Total for Plan 
ews 0.7 1.5 0.2 2.1 4.5 3.5 
13° 2 51 100 8 
North Borneo ........ 1.0 — 5 5.2 4.3 


The rapid restoration and develop- 
ment of Brunei’s oil production has b2en 
one of the most striking features of the 
post-war economic history of south-east 
Asia, When the island was reoccupied, 
no wells were suitably equipped for pro- 
duction; nearly 40 of them were found 
to be burning, and three months were 
required to put out all the fires in the 
oilfield, Today, not only has the damage 
been made good, but output is running at 
five times the pre-war level. This trans- 
formation has been achieved as the result 
of an active drilling programme on the 
part of the British Malayan Petroleum 
Company, the Shell subsidiary which 
operates the rich Seria field, All Brunei’s 
oil is produced here, some of the output 
coming from offshore wells drilled before 
the war. Offshore operations at present 
extend up to 2,500 feet from the coastline, 
Despite the high cost and the unfavour- 
able weather conditions, the possibility 
of drilling farther out to sea is not ex- 
cluded. In the meanwhile, development 
on land is being pushed ahead, A notable 
feature of the provicions being made 
for the larger staff and labour now em- 
ployed at Seria is the development of a 
new building process whereby, by the 
use Of an aerated concrete mixture, per- 
manent houses can be quickly built in 
spite of the lack of normal materials. 
The oil company’s housing programme 
alone at Seria is to cost over £1} 
million. 

British Malayan is far and away Brunei’s 
largest employer of labour; employees 
number about 5,000, equivalent to one- 
eighth of the State’s total population, 


The oil company also forms the backbone 
of Brunei’s system of public finance, 
In 1949, 64 per cent of total public re- 
venue came from oil royalties. The sum 
received under this heading in 1949 
amounted to approximately $ Malayan 
5.6 million (£650,000), representing a 
seven-fold increase since the prewar peak 
of $ Malayan 793,000, reached in 1940. 
Hitherto, royalties paid to the Brunei 
treasury have been equivalent to about 
$ Malayan 1.6 (3s, 9d.) per ton. But, 
under a revised royalty agreement, the 
rate payable in future will be higher, A 
royalty of ls. per ton is also paid on ali 
Brunie output to the British Borneo 
Petroleum Syndicate, the original holder 
of the Seria concession rights in Brunei 
now held by British Malayan, 

The: story in Sarawak is very different 
from that in Brunei. Oil was discovered 
at Miri, Sarawak’s only known field, 2) 
years before the first well was drilled 
at Seria, which is 30 miles to the north- 
east. But production at Miri, carried on 
by Sarawak Oilfields (another Shell sub- 
sidiary) reached its maximum of 760,000 
tons in 1929 and then declined steadily 
until the Japanese invasion, Whereas the 
Seria field is still in the early stage of 
development, production in Miri has been 
declining for many years and nearly all 
wells were pumping wells averaging, be- 
fore the war, no more than a few barrels 
daily. Although the field has been put 
back into order since the end of the 
Japanese occupation, the scale of produc- 
tion has done no more than struggle back 
to slightly over one-third of the 1940 rate. 
There is, however, a possibility that fresh 


reserves might be located at Mi§ri at 
deeper horizons. Survey work is also 
being undertaken farther south in Sara- 
wak, where two exploration wells are 


i planned. 


_ The course of production in the two 
British Borneo fields is shown in Table 2, 


TABLE II 
OIL PRODUCTION IN BRITISH BORNEO > 
. (Thousand Metric Tons) 


1940 1947 1948 1949 1950 
870 1,730 2,690 3.355 4,500. 
Sarawak 150 25 45 60 50 
y 1,020 1,755 2,735 3,415 4,650 


The only refinery in British Borneo is 
at Lutong in Sarawak; it had to be com- 
pletely rebuilt after the end of the war, 
and was enlarged to include both old 
and new distillation units. It receives 
part of the crude output of Seria as well 
as treating the modest quantities pro- 
duced at Miri. With a daily throughput — 
capacity of 38,000 barrels, Lutong is now 
treating crude at an annual rate of nearly 
2 million tons. Direct exports of refined 
products go to neighbouring Far Eastern 
countries, while crude oil is sent for re- 
fining to Pladjoe and Balik Papan in 
Indonesia, 4s well as to Argentine, Japan 
and countries in Europe. California has 
recently been added to the widespread 
markets already served, 

Seria, where known reserves have 
grown considerably in recent years de- 
spite the much higher rate of extraction, 
is regarded as probably the most promis- 
ing field in the whole East Indian archi- 
pelago. The possibility of new finds in 
Sarawak must not be discounted, while 
in the Klias peninsula of North Borneo, 
only 100 miles from the Seria field, Shell 
Company of British North Borneo holds 
concessions where survey work is being 
put in hand, From these developments it 
is clear that oi] productions and refining, 
coupled with the exvloration programme 
envisaged, will for long continue to be 
British Borneo’s golden egg. 
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consumption during 1950, though still 
below pre-war levels, has significantly 
increased compared with previous years, 
Efforts have been made by several gov- 
ernments to bring about an improvement 
in the economie conditions of the peasant 
cultivators by means of. agrarian reform. 
Agricultural policies have been more 
clearly formulated and plans to enhance 
productivity are receiving the highest 
priority, The  region’s general  posi- 
tion in agricultural production, how- 
ever, remained at a level below pre-war 
. and, unless effective measures are taken, 
is liable to undergo further deteriora- 
tion, 

The pressing problem of today is more 
effective utilization oof available and 
known resources in relation to the needs 
of a growing population. In several 
countries, the earlier optimistic expecta- 


tion that the population problem could 


be left to solve itself is giving way to 
studies on the relation between economic 
development and social and_ cultural 
factors on the one hand, and the growth 
of population on the other, 


Industrial and Mining Output 

Industrial and mineral production in 
the region has continued to maintain the 
improvement which was noticeable in 
1949. Compared with 1949, production in 
1950 generally showed an increase, with 
the significant exception of cotton and 
jute textiles in India. If Japan is in- 
cluded the improvement is more marked, 
as Japan’s recovery in 1950 has been 
considerable, However, it should be 
noted that industrial production in Japan 
is still well below the pre-war level in 
respect of several items (for exanipw, 
coal, steel, cement, cotton yarn and cotton 
goods), while there have been increases 
above the pre-war level in production of 
electricity, iron ore, pig iron and sul- 
phurie acid, The increases in production 
of electric power in several countries of 
the region in the post-war period were 
In 1950, electric power pro- 


of 1938. India also showed a substantial 
increase of 102 per cent over the pre-war 
level; Ceylon 161 per cent; and Thailand 
and Japan 56 per cent and 57 per cent 
respectively. 


Transport Facilities 
There was a marked improvement in 
transport facilities in 1950 in the region 


compared to previous years, and transport: 


difficulties were considerably eased in 
Burma, China and Indonesia, The 
restoration and improvement of transport 
facilities have figured prominently in the 
post-war development plans of the Asian 
and Far Eastern countries, The British 
Commonwealth countries in the region 
have allocated for improvements in trans- 
port and communications more than 
one-third of the combined estimated ex- 


British Borneo territories, Nepal 


penditures of their national development 
programs under the Colombo Plan for the 
six-year period from 1951 to 1956, Nearly 
one half of the region’s machinery im- 
ports in 1949 and 1950 consisted of 
transport equipment. There have been 
significant additions to railway rolling 
stock, including locomotives. However, 
operating efficiency is still unsatisfactory 
and pre-war standards of maintenance 
have not yet been regained, 

There has been a substantial improve- 
ment in railway facilities in the main- 
land of China, where the railway system 
has now been basically restored to pre- 
war standards. Railway traffic was 
restored for the first time in fifteen 
years over the entire length between 
Peking in the north and Canton in the 


south. 


Throughout the region there has been 
considerable increase in road _ traffic. 
Schemes of highway development are 
under way. Inland water traffic in the 
region has also considerably increased 
and major improvements to ports and 
port facilities have been effected. 


Budgetary Deficits 

Government finances are still domi- 
nated by deficits exercising pressure on 
prices, It has been sought to check 
these by various measures which attained 
considerable success in 1949. However, 
with programs of current expenditures 
which could not be reduced below a cer- 
tain minimum level and with capital 
expenditure programs which often involve 
outlays in excess of current savings, 
ECAFE countries have been beset by the 
problem of inflationary pressures, Since 
the middle of 1950 these pressures have 
been greatly increased by the money in- 
comes generated by export surpluses, In 
view of the preponderance of government 
outlay and investment in the ECAFE 
region, fiscal policies continue to be the 
most important instrument available for 
mobilizing and directing the flow of 
capital into desired channels. 

With a view to both checking inflation 
and mobilizing funds for investment, 
many governments have sought to in- 
crease their revenue from taxation. 
These efforts met with varying degrees 
of success, At the same time, govern- 
ments have adopted various devices to 
encourage private investment, for exam- 
ple, by offering tax reductions and relief 


to new enterprises for limited periods of . 


time. The low level of private domestie 
investment in the countries of the region 
is accompanied by a low level of private 
investment from abroad. 


Export Surplus in Trade 

In 1950, exports of the ECAFE region 
in terms of dollars (excluding China, 
and 
Korea) rose by 21 per cent, while imports 
fell by 12 per cent. (The most marked 


was the decline of imports ‘from the 
United States, which fell by about 35 
per cent). This caused an export surplus 
of $847 million as compared with an 
import surplus of $800 million in 1949, 
The region’s pre-war export surplus thus 
re-emerged for the first time since the 
war, 
The fall in imports of machinery was 
significant. Although exports of machi- 
nery from Japan increased eonsiderably 
in 1950, they were still at a low level 
compared with pre-war. The reduction in 
imports of machinery by ECAFE coun- 
tries has undoubtedly slowed down the 
tempo of industrialization. The trade of 
Japan had increased considerably in 1949 
and continued to do so in 1950. Its 
abnormal post-war dependence on the 
United States for imports had also been 
reduced in 1949 by the restoration of 
certain pre-war markets and sources of 


supply. Japanese exports imereased by 


150 per cent between 1948 and the first 
half of 1950, mainly because of an 
increase in textile exports. The Korean 
war gave a great impetus to Japanese 
exports, with the result that in 1950 
there was a considerable export surplus, 
if imports received under United States 
aid are not counted. Japanese depen- 
dence on United States raw materials, at 
a time when export contro!s in the United 
States may reduce their availability, is 
liable to check Japan’s expansion of pro- 
duction. With the possible stoppage of 
trade with the mainland of China, Japan’s 
supplies of iron ore and coking coal, 
essential to its steel production, would 
also be curtailed. 


The exports and imports of China 


increased in 1950 over 1949. Exports to. 


the United States, the United Kingdom, 
and continental Western Europe increased 
considerably, but there was a decline in 


direct imports from the United States — 


which, however, was more than com- 
pensated for by increased imports from 
Hong Kong and continental Western 
Europe. The prospects of trade in 1951 
are different, however, since they involve 
an increasing degree of re-orientation. 


The trade of the. ECAFE region, as 
indeed of many other countries of the 
world, is affected to a large extent by 
changes in the United States. The tem- 
porary recession in 1949 and the sub- 
sequent stock-piling and re-armament 
boom in the United States have, through 
their direct impact on trade, had a pro- 
nounced influence on the economies of 
the ECAFE region. The turn in the 
balance-of-payments position of the 
ECAFE countries which started with 
devaluation in September 1949 gained 
momentum as a result of rearmament and 
the Korean war. From a prolonged and 
intractable phase of heavy import sur- 
pluses, which .continued till the end of 
1949, nearly all the eountries of the 
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region converted their deficits into sur- 
pluses and some found themselves accu- 


mulating considerable foreign-exchange~, 


reserves, ‘The terme of trade have turned 
in the favor of most ECAFE countries, 
although the degree of gain cannot be 
accurately measured. How significant 
has been the change may be seen from 
the fact that the shift from the import 
surplus | to the export surplus in the 
balance of trade in 1949 and in 1950 was 
of the order of $1,647 million and, if 
Japan is included, the | figure is $1, 918 
million. 

In 1950 the increase in the foreign- 
exchange resources of the eight ECAFE 
countries for which figures are available 
was estimated at $755 million and, if 
Japan is_ineluded, $1,240 million. Such 
a change in the position of ECAFE coun- 
tries would be most welcome were it not 
that, besides the fact that it can only 
be temporary, it has brought many 
serious problems in its train. It is un- 
likely that the export boom will continue 
at its present level. The principal bene- 
ficiaries are the largest exporters of 
those raw materials which are most in 
demand and prices of which have in- 
creased most. Thus Malaya and Indo- 
nesia, which are large rubber and tin 
exporters, have gained most and, at 
present prices, are likely to. continue to 
gain most, while India and Burma haye 
gained least. Between ‘these extremes 
are countries like Ceylon, ‘Indochina, 
Pakistan, the Philippines and Thailand 
which are either exporters of relatively 
small quantities of rubber and tin or 
exporters of other goods prices of. which 
have increased considerably but not in 
the same proportion. Japan has had its 
full share of gains from the increased 
demands of ‘rearmament and the Korean 
war, although its expansion of produce- 
tion is likely to be arrested by shortages 
of raw materials. 

On the ther hand, the size of the 
export surplus was determined also by 
the decline in imports. While many non- 
essential imports were eliminated, the 
decline in imports for economic develop- 
ment was also significantly marked. Any 
reasonable rate of economic development 
in the countries of the ECAFE region 
would not only absorb the entire export 
surplus but would turn it again to a 
substantial import surplus. | 


Inflationary Pressures 

The rising export surplus not merely 
increases the money income of exporters 
but, through its effect on the rest of the 
economy, generates additional money 
income throughout the whole country. 
Once again the ECAFE countries are 
faced with serious’ inflationary 
situation . which, unless properly 
handled, may once more undermine their 
economies. Upward revaluation of cur- 


rencies isikeing considered in some coun-— 


hands of government 


Impressions of ‘Hongkong 


(By a. Newcomer) 


It is not unusual for a stranger arriving 
in any city—especially in a Far Eastern 
port—to be asked for his impressions of 
the place to which he has come. It is 
not altogether surprising, therefore, that 
this should have happened to me in Hong- 
kong. As the question was first put to 
me on the very day of my arrival I had 
to content myself with a brief reply—a 
mere statement of first impressions, And 
first impressions were quite vivid—the 
sprawling city at the foot of the Peak, 
an excellent harbour with ships riding. at 
anchor and green hills littered with big, 
white buildings. And as evening drew on 
the fascinating cloud effects over hills 
and islands and various bays and inlets 
were a fresh attraction. 

Landing in the city, the general air 
of bustle was in marked contrast to the 
comparative stagnation of many other 
Far Eastern ports and’ there was a 
feeling that prosperity had not left 
Hongkong behind, It was only later, 
when visiting some of .the business 
offices, that I heard whispers of a slump 
in trade, 
ing phase I felt convinced rightaway for 


That this slump is but a pass-. 


the central position of Hongkong in Far 
Eastern waters would. seem to be the 
dominating factor in its commercial 
future—especially with Shanghai in the 
hands of the Communists. Even if the 
produetion and purchasing capacity of the 
Chinese mainland must be temporarily 
ruled out owing. to Red domination, 
Hongkong is still the centre of one of 


the largest of the world’s potential mar- 
kets surrounded by populous countries—all . 


preparing themselves for a greater parti- 
cipation in the life of modern commerce. 

Of course, it became rapidly obvious 
how great a part in the business life of 
Hongkong was played by the Chinese. 
Before coming to the Colony one: had read 


and heard a great deal about the tremen- © 


dous increase in the number of Chinese 
inhabitants in recent years and of the 
influx from North China since what the 
Communists claim to be ‘‘liberation.’’ 
But one was hardly prepared to see such 
great numbers and to be confronted with 
so many Chinese large-scale commercial 
establishments. It is a long-received 
axiom in the Far East—and elsewhere, 
for that matter—that where the Chinese 


tries as a possible method of combating 
inflation, since it would reduce export 
income and cheapen imports. However, 
besides a possible adverse effect on 
balance of payments, it is doubtful if 
revaluation is the right course of action 
to meet an admittedly temporary export 
boom. Any policy or action based upon 
the continuance of the present boom, he 
adds, is likely to invite disaster unless 
that action is reversible without delay 
at the right time. Further, unlike 
Europe where inflation is primarily a 
cost inflation, EECAFE countries are 
faced with a profit inflation. The ap- 
propriate remedy, therefore, would seem 
to lie in finding ways by which the 
profits could be siphoned off into the 
and temporarily 
sterilized. 

Several ECAFE countries have deve- 
loped the technique of flexible export 
duties which provides means of mopping 
up profits and thereby reducing infla- 
tionary pressures. Flexible export duties, 
ie. of varying levels, combined with 
flexible import controls, can combat 
inflationary pressures almost as well as 
currency revaluation, possibly without 
reduction of foreign-exchange balances. 
Nevertheless, it might still become 
necessary to have recourse to exchange 
appreciation if an upward revaluation of 
sterling were to take place, since the 
latter would result in a deterioration of 
the terms of trade of many countries in 
the region. However, the situation will 


. tral banks and governments over 


have to be conpigered by each country 
on its merits. 

Another method of reducing the infla- 
tionary pressure would be to permit a 
freer flow of imports. There is, how- 
ever, a serious doubt as to whether 
ECAFE countries would succeed in. secur- 
ing an adequate flow of either capital 
goods or essential consumer goods, at 
least in the immediate future, in view 
of the exacting demands of re- -armament. 
The gap between money income and 
supplies of goods might indeed widen. 
It is fortunate that, as the demands 
upon monetary authority have been 
increasing, the control exercised by cen- 
the 
currency and banking system is each year 
becoming progressively more effective. 
External Aid 

Inter-governmental loans, credits and 
grants have become an important factor 
in the flow of funds into the region 
since the war. During 1950 significant 
external aid was furnished to the ECAFE 
region and Japan by the United Nations 


‘agencies, the United States, the British 
eoun- 


Commonwealth and certain other 
tries. Although the total amount of aid 
from ail such sources was small in -rela- 
tion to the needs of the region, it 
nevertheless serves as an effective cata- 
lytic agent to stimulate developmental 
activities in the region. Without such 
aid the position of several countries of 
the ECAFE region would have been 
worse. 
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Hongkong is 


‘kong is the better place to live in. 
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live under an honest and capable adminis- 
tration commercial expansion comes na- 


tural to them. And this, undoubtedly, 


is the actual position today in Hong- 
kong. 

The next strong impression was that of 
cheapness of the 
communications, Ferry-boats, trams, 
buses, taxi-cabs and rickshaws combine to 
give an excellent service to the travel- 
ling public although the stranger may 
miss the pedicab nowadays popular in 
those Far Eastern ports where a flat sur- 
face permits their use. As for the Peak 
tramway, which takes many _ fortunate 
residents to their homes and the stranger 
to enjoy one of the finest views in the 
world, its smooth and pleasant working 
is a model of quick travel. Nor have I 
seen better ferry services anywhere in the 
world. These services are of great im- 
portance, for Hongkong today really 
eonsists of twin towns—the built-up is’and 
area and Kowloon, Coming to the Colony 


some three decades ago, I have but faint 


memories of what things looked like in 


those days but Kowloon was then (if I 


am not mistaken) quite a small place 
with few residents living on the north 
side of the harbour. Today, large factory 
buildings, up to date hotels, and wide 
streets bear witness to a phenomenal 
growth. Seafaring men, too, tell of the 
great changes which have taken place in 
this part of the Colony since the turn 


of the century and especially in the last 


twenty years or so! : 


The weather is, of course, a general 
topic of conversation the world _ over. 
no exception, which—in 
August—is quite understandable, I was 
asked how I liked the heat. I _ replied 
that I did not mind it particularly but I 
regretted that laundry bills were so ex- 
pensive! Certainly the two or _ three 
changes of shirt required here daily in 
August make a hole in one’s pocket money 
as a result of frequent dealings with the 
washerman! When I wanted to know 
when it would get a little cooler I received 
various answers. The more _ optimistic 


said in September, others hazarded that 


it might be in October. The more pes- 
simistic seem to think that Hongkong. 
never really got cool although perhaps 
there might be a faint touch of winter 
‘froundabout Christmastime,’’ I remem- 
ber getting a similar rep'y from people 
in Calcutta, Calcutta and Hongkong are 
in much the same latitude but I retain 
the impression that the Indian city is 
hotter—despite the evening breeze 
(rather shortlived, I am afraid) which 
blows up the Hoogh'y. Certainly, Hong- 
But 
the same advice may be given for all 
tropical places—avoid getting hot, for. 
once you are really overheated, it is hard 
to get cool. Hongkong, of course, has its 
own peculiar ‘‘steaminess’’ which re- 


Hongkong Fishing Industry 


It is only natural that the Colony of 
Hongkong — with its many bays, inlets 
and islands and its proximity to the long 
Kwangtung coast — should have an 
important fishing industry. Today some 
sixty or seventy thousand persons are 
actively engaged in the industry and a 
great variety of fish are brought to the 
Colony’s fish markets. The fish thus 


marketed include yellow, white and 
Coibor croaker, goldun thread, mud 
grouper (garoupa), head grunt, horse 


head, gingko fish, snapper, red snapper, 
red sea bream, melon seed, red mullet, 
lizard fish, young baracuda, conger pike, 
mackerel, green pilchard, spotted pouter, 
mackerel sead, carangold fish, white 
and round’ herring, white and 
black pomfret, shark, skate and ray, 
hair tail and tongue sole. In addition, 
such sea delicacies as oysters and an- 
chovies are also brought to market by 
local fishermen. 


The local industry has some special ° 


characteristics. The larger fishing craft 
combine characteristics of both Chinese 
and European vessels to form a type 
unique to Hongkong, Macao and Canton 
and they consequently possess features 
absent in the Chinese fishing junks of 
North and East China. Trawling junks, 


beam trawlers, purse-seining junks, drag- 
seining junks, and long liners are 
main varieties of fishing craft. Junk 
trawlers of both seagoing and inshore 
water types constitute the most impor- 
tant category. On March 31, 1948, there 
were 


of these craft were wooden vessels with 
the bow comparatively low and the stern 


high. The detachable heavy rudder is 


manipulated by means of a tiller on the 
stern. The fishing apparatus, ice, salt 
and the catches of fish are stored in 
special holds situated between the main 
mast and the high poop. Sails are usually 
made of mats which can 
lowered during fishing operations. 

Beam trawlers are largely used for 
eatching shrimps. Purse-seining junks 
fall into two categories — the large and 
the small. At the end of# March 1948, 
there were 1,493 such junks in the 
Colony, employing 14,648 fishermen. 
Drag-seining junks are long sampan-like 
b ats without any outboard railing along 
the sides, the bow and stern being about 
at the same level. The long liners are 
of various types, the middle-sized long 
liner being a popular craft which carries 
quite a large crew of both men and 


the 


656 of this type of craft in the . 
Colony, employing 14,832 fishermen. Most. 


be quickly . 


quires some getting used to, but in China, 
as in India, the further north one goes 
the hotter the summer becomes’ when 
expressed in actual figures of tempera- 
ture. Some of the highest summer tem- 
peratures are recorded in Peking, Tientsin 
and Mukden, We are told that it is a 
‘‘dry heat’’ but it stings all the same. 
Trade and commerce are, of course, the 
very lifeblood of Hongkong, There is 
very little produced locally and a con- 
siderable proportion of the food consumed 
by the population requires to be import- 
ed. In this respect, the port differs from 
Shanghai and Tientsin which have 
large and important hinterlands producing 
food and raw materials. It is not sur- 


prising therefore, that Hongkong’s major 


role is that of an entrepot of trade and 
that it is as a distributor of goods among 
neighbouring nations that her commercial 
future must be found. And even if major 
business with the Chinese mainland must 
be written off for the time being, there 


would appear to be ample scope for the 


energies of the Colony’s enterprising 


merchants in seeking for new avenues of — 
That these merchants fully realise 


trade. 
that it is up to them to find new markets 
and new ways and means of exchanging 
goods and services is apparent ‘enough. 
Hongkong has no lack of men who are 


prepared to try every legitimate means 


to further the development of new busi- 
ness, Political obstac'es to trade in some 
of the countries situated within the orbit 


of Hongkong merchants’ natural aspira- 
tions have rendered their task more 
difficult and complicated but to the un- 
quenchable optimist—and one feels that 
there are many such in the 
difficulties are made to be overcome. 

That the Government 
takes an optimistic view 
would seem to be amply demonstrated by 
the various plans and proposals for the 
improvement and development 
Colony—today Britain’s furthest outpost 
in the Far East—which are being given 
attention. Even the newcomer to the 
Colony hears of these, and schemes for 


land reclamation and new building plans 


seem to be subjects of wide discussion. 


As a place of permanent residence, one 


found opinions about Hongkong to be 
considerably divided. Whereas in Shang- 
hai, which enjoys a comparatively cold 
winter, one has always found in _ the 
past a strong tendency 
foreigners to make their homes _ there 
more or less permanently, one at once 
discovered in Hongkong a considerable 


body of opinion that, there are too many 


months of sweltering heat each year to 
make the city a suitable permanent re- 
my for Europeans and that, for these, 
airly regular visits to a cooler climate 
must always be desirable, if not essential 
to the preservation of health. Neverthe- 
less, there are many Europeans, it was 


quite clear, who make Hongkong more or 
less their regular place of residence. 
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women, Among the Chinese; of course, 
women play a big role in fishing opera- 
tions and the’ management of boats as 
indeed they do in agriculture, 


In shallow inshore water many  im- 
portant fish are caught, including white 
and black pomfret, mackerel, white 
herring, small shark, b'ack and red sea 
bream, yellow and white croaker, etc. 
Fishing activities of the junk trawler go 
on all the year but owing to the typhoon 
danger they do not venture far out to 
sea in the months of June, July and 
- August. During these months they keep 
in the near vicinity of a safe shelter. 


About the middle of the present month 


(September) they begin to go far out to 
sea, The fishing grounds suitable to 
beam trawling are confined to inshore 
waters along the coast and the season 
extends practically throughout the year. 
Seining is done in the sha!lower inshore 
waters. The main purpose of the shrimp 
beam trawl is to catch the shrimps that 
live on the sea bottom but small fish and 
crabs are obtained at the same time, 
The net used is small and handy and can 
be operated from several kinds of junks, 

Aberdeen is the main centre for fresh 
fish trawlers and purse seiners. Several 
trawlers have been in the habit of coming 
from Amoy during the month of October 
each year; they fish at about 50 fathoms 
and trawl for snapper, garoupa, etc. The 
return to Amoy is made in April, Shau- 


kiwan is the’main base for big and medium > 
long liners and a certain number of purse — 


seiners, Trawlers also come here from 
China in the winter months. Cheung 
Chau is the main base for trawlers and 
pa teng junks with some purse seiners 
which fish inshore around the islands 
in the vicinity. 

The black pomfret is a fish that likes 
to ‘‘follow my leader.’’ These fish can 
therefore be gathered into a shoal by 


means of wooden lures which are towed - 


through the water. The fish, seeing the 
brightly painted models dragged through 
the water, follow them with _alacrity. 
The result is a regular chase, The lures 
are made of thin board, cut to the shape 
of the fish and painted white; they are 
strung on a string of China-grass passed 
through a small hole at the ‘‘mouth.’’ 
The pomfrets are caught with a seine; 
one sampan is assigned to tow the 
dummy fish while two other boats, each 
manned by two men, are responsible for 
the laying and hauling in of the seine, 
The towboat leads the fish into the out- 
spread seine which is then hauled in full 
of fish. 


As could only be expected, the Pacifie 


War did great damage to Hongkong’s 


fishing industry but through the efforts 
of both the Government and _ private 
enterprise the industry has been largely 
rehabilitated and improved. A survey 
conducted at the end of the War revealed 
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that there were 26,000: fisherfolk in the 
Colony as compared with 77,451 in 1938 
and that most of them were impoverished 
and without boats. It was 


ment for the introduction of a. Fish 
Marketing Organisation. Mechanisation 
of the fishing fleet was also regarded as 
essential for the development of the 
industry and the Fisheries Office got 
£10,000 as a free grant and £40,000 as 
a loan from the Colonial Development 
and Welfare Fund to assist the fisher- 
men to make a start in mechanisation, 
‘‘The fishermen of Hongkong with their 
wind-driven craft are affected far more 
by the weather than fishermen in most 
parts of the world.’’ ‘says the report of 
the Director of Fisheries for the year 
1948-49, 

The report for the year ended March 
31, 1950, was ab'e to declare: ‘‘The 


Hongkong fishing industry has gradually — 


recovered from the effects of the Second 
World War. , . It is recorded that the catch 
for 1938 amounted to 480.000 piculs con- 
sisting of 270.000 salt fish and 210,000 
fresh fish. It will be seen that the 
total marketed. during 1949 was approxi- 
mately 452,000 piculs, which is practically 
the pre-war standard, The. great increase 
in the 1950 figures over the 1949 figures 
makes it probable that the 1950 figures 
will exceed those of 1938.’’ 


‘ Mechanisation has made great progress. 
At the end of 1948-49 the mechanised 
fishing fleet consisted of 17 vesse's, in 
the following year it reached 81 and since 
then the total has become 116. The 
mechanised fleet ventures much further 
trom Hongkong than the sailing ves:els 
ever did and the fishermen seem general- 
ly to appreciate the change that is being 
steadily effected. Thus a Government 
report says: ‘‘The fishermen themselves 
have fully realised the great advantage 
of self-propelled fishing vessel. 
Vessels operating from Hongkong are 
liab'e to loss from typhoon and piracy 
and it is important to reduce the time 


spent in moving to and from fishing 


grounds in order that the vessels may 
land more catches annually and thus be 
mote productive and_ profitable. In 
addition the mechanisation of the fleet 
will do much to regularise the supply of 
fresh fish to Hongkong which during the 
typhoon season is apt to be in short supply 
owing to the great number of deep-sea 
fishing vessels being laid up.’’ No 
doubt, the high price of diese] engines 
slows down the process of mechanisation, 


and prevents some junk owners from 


following the new trend immediately, 
but it seems certain that in the compara- 
tively near future engines will be put into 
an increasing proportion of the larger 
fishing craft, 


therefore 
deemed an opportune moment by: Govern- 


Before the. Pacific War there was no 
Government Fisheries Department but 
the work of the post-war Directorate of 
Fisheries has been most valuable—both 
from the point of view of those engaged 
in the industry itself and the general 


public. The Wholesale Fisheries Organi- 
sation was started on the lines of 
cooperative marketing. Under _ this 


scheme all fish must be sent either to 
Kennedy Town or to' Taipo fish market 
for sale by auction, a deduction on all 
sales being effected before payment is 
made to the fishermen. 


This commission | 


constitutes the funds by which the Or- 
ganisation and its subsidiary activities | 


are financed. There is a skeleton staff 
of Government officers at each market 


“put the majority are paid from thé fish 


commission fund. When the fish are 
sold the fisherman can get his money on 
the day of sale while the Crgunisation | 


undertakes to deliver fish to the buyer 


free of charge. Fish are collected at de-— 


pots which are situated at the various | 


fishing villages in the Colony—Shauki- | 
wan, Aberdeen, Stanley, Cheung Chau, 


Tai O, Sai Kung, Shataukok, Kat 0, and 
The staffs of the depots are 
paid from the already mentioned commis- 


Tap Mun. 


sion deducted from the sale of fish and 
each depot has a manager, The market- 
ing organisation has a- fleet of lorries to 
transport fish to market. The cost of 
this transport is borne by the organisa- 
tion, the fishemen only being liable to 
deliver their fish to the depots, 


An interesting feature of the Govern- 


ment of Hongkong’s effort on behalf of — 


the fishermen of the Colony has been in 
the line of education. The fishermen 
are keen to obtain education for their 
children. With the help of the Educa- 


tion Department, the marketing organisa-— 


tion has done as much as possible to 
provide education facilities. Substantial 
grants have been made to schools in 
various syndicates and improvements to 
school buildings, provision of school re- 
quisites and furniture have been under- 
taken, A system of loans to fishermen 
has also been adopted. Loans are mostly 
made for boat and gear repairs, assistance 
in building junks and sampans, ete,, and 
occasionally for mechanisation purposes. 


SIN HUA Trust, Savings & 
Commercial Bank, Ltd. 
(Incorporated in China, 1914) 


Hongkong Branch: Marina House 
Tel: 32111, 31221—31222. 
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Hongkong Motor Traffic 


At the beginning of the second half 
year 1951 there were licensed in_ this 
colony a total of 14,000 motor vehicles— 
one motor vehicle per every 150 persons 
living in Hongkong, a reflection of the 
high degree of prosperity prevailing here, 
Motor traffic is on account of the relative 
smallness of the colony and large number 
of vehicles very difficult but ever more 
new cars are being imported for local 
sale, Private cars alone number 9000. 
The military forces operate a very large 
number of motor vehicles of all types but 
the figure is not published; a popular 
guess is 3000 to 4000 military motor 
vehicles in the colony. During rush hours 
all main roads are congested and traffic 
moves at snail’s pace. The traffic police 
try to alleviate the situation but new 
road construction and widening will be 
necessary if the authorities can success- 
fully cope with the city-wide jam. 

Importers have no difficulty to satisfy 
demand though since the beginning of this 
year, due to slower deliveries from 
especially UK manufacturers, there have 
been waiting lists in certain popular 
makes (approx. 10 hp cars) and customers 
have sometimes to wait 2 months before 
delivery can be taken here, 
are always available, There is over-supply 
in US cars. French and Italian cars have 
also found growing favor with the public. 
Re-exports are a good business though 
China, the main buyer previously, is now 
practically shut out as a result of the 
political tension between that country and 
the so-called free world. Shipments to 
Malaya, Australia and many other des- 
tinations are regularly made; used cars 
form the mainstay of this business. In 
many countries where fresh supply is 
inadequate used cars command a premium 
Over new cars as immediate delivery is 
possible only of used vehicles. The 
premium sometimes reached 30% _ over 
dealer’s sale price. Hongkong, happily, 
has never experienced such an abnormal 
market situation and used cars are usually 
priced some 25% below new cars (and 
the discount on used cars progresses with 
the age of the car and the mileage run). 
American ears are conspicuous in Hong- 
kong and the most expensive models can 
be seen in large numbers.in all streets, 
It is especially the recent Shanghai im- 
migrants who have brought: with them or 
have ordered l@cally such cars for which, 
this being said in parenthesis, there is 
little if any use in this colony. Motor 
ear business is flourishing and profits of 
the trade, in new and used cars, are 
satisfactory. Servicing and maintenance 
of cars leaves much to be desired, the 
facilities here being inadequate. Garage 
spaces are totally inadequate and charges 
are exorbitant. There is a. lot of rac- 


Larger cars 


keteering in the motor car business just 
because of the large amount of spending 
money in the pockets of many people. 

Driving licenses issued by the police 
numbered by the beginning of July 31,000, 
However a good number of these licenses 
do not exist any more, either they have 
not been all renewed or holders allowed 
them to expire (death, departure, etc.), 
About 25,000 licenses may now be held 
by local residents, or 2 for every motor 
vehicle. The traffic police is of the 
opinion that this number of licences is 
far too large and noticing many accidents 
they have adopted a policy of restricting 
the issue of driving, licences. This is 
being done by refusal to issue learner’s 
licences to people who cannot prove the 


possession of a motor vehicle and also 
~by making the driving test unduly dif- 
ficult. The police are deriving con- 
siderable income from the issue of licen- 
ces such as learner’s, test forma, driver’a, 
vehicle registration and transfer. 

For the time being the authorities 
would be well advised to improve traffic 
conditions by allocating more open spaces 
for both parking and garaging (there 
being, as pointed out above, very little 
opportunity to put a car in a garage even 
at excessive cost, a matter which 
encourages thieves who have been active 
all the year round and who are rarely 
apprehended by our police) and by 
designating more thoroughfares as one- 
way roads, by diverting traffic around 
more circuses and by a more active pro- 
gram of road building and repair, 


THE HONGKONG ELECTRIC COMPANY, LIMITED. 


NOTICE TO SHAREHOLDERS, 


NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of 
the members of The Hongkong Electric Company, Limited will be held at the 
Company’s Registered Office, P. & O. Building, Victoria, in the Colony of 
Hong Kong on Friday, the 28th day of September 1951 at 11.00 o’clock when 
the following Resolution will be proposed as an Ordinary Resolution:— 


‘‘That arising out of the Directors’ decision to revalue the Generating 


Plant and Distribution System of the Company in accordance with present 
day costs and values as at 3lst December 1950, such valuation having been 
adjusted according to the expected life of each individual item of equipment 
a Capital Reserve Account of the Company of $15,831,361.00 has been created, 
and it is now considered desirable to capitalise a sum of $14,000,000.00, 
being part of such Capital Reserve Account and that accordingly a special 
capital bonus of $14,000,000.00, free of income tax be declared and that 
such bonus be applied on behalf of the persons who on the 26th day of 
September 1951 were holders of the 2,100,000 fully paid-up issued shares 
of the Company in payment in full for 1,400,000 new shares of ¢he Company 
of the nominal value of $10.00 each, and that such 1,400,000 new shares 
credited as fully paid be accordingly allotted to such persons respectively 
in the proportion of two of such new shares for every three of the said issued 
shares then held by such persons respectively, and that the shares so allotted 
shall be treated for all purposes as an increase of the nominal amount of the 
capital of the Company held by each shareholder and not as income, and 
further that such new shares shall as from the Ist day of October 1951 
rank for dividend and in all other respects PARI PASSU with the already 
issued shares.’’ 


‘‘Tf any member would be entitled to a fractional share the Directors 
in lieu of issuing fractional share certificates will cause the whole share to 
be issued to a person or persons to be named by the Directors and such 
share shall at such time as the Directors think fit be sold and the proceeds 
distributed among the persons entitled to the fractions making up such 
share.’’ | 


NOTICE IS ALSO GIVEN that if the above Resolution is duly passed as 


inclusive, 


an Ordinary Resolution it is the intention of the Board of Directors to close 
the Register of Members of the Company for a period of three days from the 
26th day of September 1951 to the 28th day of September 1951, both days 


Dated Hong Kong, this 3lst day of August 1951. 
By Order of the Board of Directors, 
GIBB, LIVINGSTON & CO.,, LTD., 


Agents. 
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Hongkong High Cost of Living 


Statistics prove, if proof were re- 
quired, that cost of living has been rising 
over the last few years. Hongkong has 
always been an expensive place to live in 
but after the war we shared the question- 
able honor of being one of Asia’s top 
cities as far as prices are concerned, 
There is everything on sale which any 
fancy advertisement in an American 
- magazine may invite us to buy and many 


people here possess the necessary funds 


to purchase any luxury produced in East 
and West. For wealthy persons Hong- 
kong is a paradise, but the low salaried 
and working people are not faring badly 
either. Earnings of the middle class 
groups have been reduced in recent years 
by virtue of the rise in cost of living— 
a phenomenon observed elsewhere which 
has given rise to much hard thinking on 
the part of the afflicted with the result 
that communism has won Peay new bed- 
fellows, 

To reduce costs here little can be done; 
we are dependent on world market prices 
for our costing and as long_as the trend 
is upward we must be prepared to pay 
more for goods and services. If incomes 
were rising at the approx. same extent 
as cost of living goes up there would be 
nothing to bother about, except that one 
would see one’s savings depreciate in pur- 
chasing value. However, earnings (but 
not traders’ and manufacturers’ profits) 
are remaining, by & large, stable and 
‘frozen’ which means that the majority 
of the local people have less to spend to- 
day than 2 and 3 years ago, 
for the harmonious living-together here, 
earnings were relatively good so that the 
reduction in purchasing power of the 
local dollar does’ not cause a feeling of 
unrest among the salaried classes. Any 
further rise in living costs may however 
produce unwelcome consequences. It is 
therefore the desire of every citizen to 
see if not a reduction so at least no fur- 
ther rise in the cost of living or, expressed 
in other words, any further depreciation 
of the local dollar’s purchasing value. 


Fortunately 


What ean be done in this little place 


of ours should be done, e.g. encouragement 


of savings (thus eurbing spending power), 
alleviation of taxation on low incomes and 
moderate consumption, more price controls 
during the present world-wide emergency 
(which is responsible for the price boom). 
Savings could be encouraged by providing 
the usual facilities to the common people 
like savings banks (or departments of 
commercial banks) offering 2% to 3% p.d. 
(against at present only two commercial 
banks out of the hundreds of banks and 
banking firms in this colony accepting 
Savings accounts but allowing only 1% 
p.a.—which in fact means discouragement 
of savings). Certain taxes or their form 
of application could be reformed such as 
the meal tax which amounts to 10% of 
any order exceeding $5. This rate of 
taxation of a $5 meal while justified 
when introduced in 1947, prices then 
being considerably lower than today, 
may be regarded at present as oppressive. 
Public eating places have hiked _ their 
prices between 1947 and today by roughly 
50%, in many cases the rise is nearer 
to 100%, It is difficult today to obtain 
a meal in the business district costing less 
than $5; the salaried office workers who 


are mostly having their lunch in town, 


during the 1 hour ‘tiffin’ recess, must 
be careful to select a place where a meal 
below $5 is offered otherwise they have 
to pay the 10% meal tax. Govt might 
consider the adjustment of the taxable 
amount by raising it to $10. Price con- 
trols were unpopular with merchants and 
also with the general public during the 
period of the buyer’s market; but this 
period was shortlived only when _ shops 
usuaJly sold at prices lower than the so- 
called maximum retail price of the con- 


trol. Since the Korean war outbreak a . 


seller’s market has, with few exceptions, 
come into its own and today the public 


needs official protection if prices are to — 


be kept at low levels, All these measures 
would not tangibly affect the cost of living 
but they would improve the morale of 
the consumers, 


“Asiatics Only” 


A number of Hongkong public places 
display signs as follow: ‘‘Chinese Res- 
taurant for Asiatics Only,’’ Another 
shows a printed card in the window next 
to the entrance reading. ‘‘Not allowed 
to serve Europeans, By Order (Police) 
August 1950.’’ Such signs are not seen 
in restaurants off the main road, they 
are right in the very heart of the business 
centres of Kowloon, on Nathan Road, the 
main traffic artery on the mainland, 
where daily tens of thousands of people 
pass. One Chinese restaurant owner 
mentioned that ‘‘this regulation 


won’t 


make the British more popular with the 
Chinese. ’’ 
not desired. In a recent article in this 
Review (No, 7 of August 16) mention has 
been made of the existence of this racially 
discriminatory practice, ie. that a num- 
ber of restaurants, tearooms and _ hotels 
are allowed to serve and accommodate 
**Asiatics only.’’ Such is the spirit of 
progressiveness in Hongkong in 1951, Or 
may one hope that this anachronism, after 
some inquiry from London, wil! soon be 
scrapped? 


But perhaps that is after all 


‘ Chinese community here was 


Corruption in Hongkong 


The rising standard of living and the 
many attractions which life here offers 
have caused a good deal ‘of corruption on 
lower levels, The police have been made 
the target for public accusation though it 
is the same public which induces police 
officers to accept bribes. In the re- 
venue branch (preventive officers of the 
local Dept. of Commerce & Industry) there 
have been reported many cases of corrup- 
tion and the courts have dealt with those 


which were brought to light. Both the: 


police and revenue officers are well paid 
and their treatment is excellent, This 
is being appreciated by the residents many 
of whom seek emp!oyment in these two 
branches of govt service. 


That corruption and bribery are still 
rampant can only be explained by the low 
general morality of the present genera- 
tion. In many cases police and revenue 
officers when accepting (sometimes ex- 
torting) bribes may find justification in 
so doing by reasoning that this or that 
particular regulation 
unfair and that by allowing a merchant 
or another member of the public to get 
away with a breach of such a regulation 
is ‘morally not wrong’. The fact cannot 
be denied that restrictive regulations are 
mounting and especially in trade with 
foreign countries these restrictions have, 
largely thanks to the aggressiveness of 
communist China, become a real worry to 
the business community. Circumvention 
is sought and often is made possible by 
corrupt officials, The police have a very 
active anti-corruption branch but evid- 
ence against offenders is usually very 
difficult and elaborate measures. are 
necessary to institute legal prosecution, 


When the entry of Chinese from other 
areas in China than Kwangtung © was 
rigidly controlled—the policy having been 
and apparently though in a modified form 


continues to be to restrict North and 
Central Chinese immigrants who have 
no funds for their support while in 


‘trade’ in 
primarily) was 
and also in 


Hongkong — a flourishing 
permits (forged ones 
conducted in this colony 


‘Canton and Shumchun and many police 


officers at the border connived in it, Fees 
for entering Hongkong were quoted and 


_ this ‘business’ was generally known to 


bring certain 
at the border a regular 


police officers stationed 
‘revenue’, The 
never in 
favor of the restriction on immigrants 


from the mainland though it was realised _ 


here that overcrowding, especially by 
destitutes, had to be prevented. The ob- 
jection by the Chinese here and in Chins. 


stemmed from another consideration, viz, — 


the principle that Chinese should be al- 
lowed, as in the past, to enter and leave 
Hongkong freely. In such an atmosphere 
it was not to be wondered if police 


or restriction is 
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ECONOMIC NEWS FROM THE UNITED STATES 


By E. KANN, (Los Angeles) 


(Special to Far Eastern Economic Review) 


From a study of the President’s Coun- 


cil of Economic Advisors it appears that 


more inflation is in the offing for this 
country, The second quarter of 1951 
shows that security expenditure, measur- 
ed in terms of delivery of military goods 
for the U.S. forces, as well as their allies 
coupled with military payrolls, and 
expenditures on other foreign aid pro- 
grams, works out at an annual rate of 


- 35,7 billion dollars. This is equal to 11% 


of gross national production, as against 
6% in the second quarter of 1950, The 
paramount influence on the prospects of 
the next year is the fact that national 
security expenditures for the second 
quarter of 1952 are scheduled to reach $64 
billion, or 19% of the gross national 
production. 

Even if there should be a stoppage of 
hostilities in Korea, America’s goals of 


- military strength may need to be increas-— 


ed, The airforce objective is 95 air wings; 
however, it may be lifted to provide for 


officers were slack in carrying out their 
duties and derived material benefits on 
top of it. Constables on duty in the 
streets of this colony are frequently 
overlooking breaches of traffic regulations 
such as wrong parking, U-turns in main 
roads, private ears being used as hire 
cars étc. and much corruption goes on of 
which the public is not unaware. On 
holidays it can be observed at the popular 
beaches how close is the ‘cooperation’ 
between certain constables and private 
car drivers who carry passengers against 
a fee, | 

Compared with other cities in the Far 
East, with the possible exception of 
Japan, Hongkong suffers least from cor- 
ruption and bribery. Since the com- 
munists in China assumed power graft 
and corruption have been reduced to in- 
significant proportions and the impossible 
seems to have been achieved in that 
country which was previously notorious 
the world over for these malpractices. In 
Hongkong the fight against corruption 
has been taken up by the police soon 
after the return of the British after the 
end of the last war but owing to the 


demoralisation of a _ large sector 
of the population consequent upon 
years of deprivation under the 


Japanese, and the stream of immigra- 
tion from China the job of the corruption- 
fighters wag most exacting. The system 
of British justice as dispensed in local 
courts also proved a boon to offenders 
who even when caught red-handed did 


not face severe penalties; and the public 


did not look upon convicted offenders as 
persons who had disgraced themselves. 
Onlv if and when corruption will be re- 
garded by the citizens as a despicable 
crime can the fight against it be success- 
fully conducted, 


{he Dow Jones Theory, 


the standby mobilization of productive 
facilities enough to provide 180 units in 
short order in the event of a major 
emergency. 

‘By the middle of 1952, outlays for de- 
fense purposes will advance to an annual 
rate about $30 billion higher than at pre- 
sent. Total national output is expected 
to grow only to the extent of $15 billion, 
Therefore the inescapable necessity for 
curtailment of civilian demand, whether 
for investment or consumption, by a 
large amount, Personal income may ex- 
pand $15 to $20 billion over the next year, 


and even if one-third went into taxes 


and savings, there would be an increase 
in the consumers ability to spend about 
$10 to $15 billion. 


The actions of the Dow Jones averages 
have during the past few years confused 
many operators by the multiplicity of the 
theory signals, many of which have 
proved false alarms. Following the pene- 
tration of its March low by the Dow 
Jones industrial average on June 29 last, 
confirming previous similar action of the 
railroad average, the bulk of orthodox 
chartists received a bear market signal. 
However, since then the industrial aver- 
age has recovered and recently has set 
consecutive new peaks for the past 21 
years, with the railroad division showing 


marked disposition to lag behind, This 


action was most confusing to many ob- 
servers who had to suppose that we are 
in a bear market. . 

C.T. Jawetz, partner of the New York 
Stock Exchange firm of Daniel Reeves 
& Co., opines that it would be better if 
people, hitherto following the New York 
stock market, would forget all about the 
Dow theory. He adds that it is no more a 
modern method of attempting to deter- 
mine market action. Nowadays one can 
no more tie industrial and railroad aver- 
ages together, already because the rail- 
way industry is struggling to maintain 
profitable existence against staggering 
odds. There is no denying the fact that 
railroad sources of revenue have been 
permanently tapped, Trucks and trailers 
are eating into the freight business. Air- 
lines are carrying aS many, or more, 
first-class passengers as are the nation’s 
railroads. On top of all this we see indus- 
trial concerns of all types building fac- 
tories in outlying districts to enable them 
to compete in the face of ever-increasing 
transportation costs, This action signifies 
a permanent loss to railway traffic. 

Therefore it is erroneous to expect 
nowadays that shares in railroad concerns 
should parallel industrial performance, 
Furthermore, any averaging denominator 


should include many more than 30 stocks 
(on which the Dow Jones theory is based 
at present), to more properly evaluate 
the stock list that has grown to present- 
day proportions. An industry, such as 
television-radio should be represented by 
stocks in addition to General Electric and 
Westinghouse, The building industry 
should include more than John Mansville 
and. the aircraft group more than United 
Aircraft. 

Mr, Jawetz opines that for five years 
or more Dow theory adherents have been 
hurt rather than helped by their faith 
in its barometric power. Stocks to-day 
are infinitely cheaper than indicated by 
the Dow theory. Nothing in it allows 
for the powerful inflationary keg on 
which we sit. A, Wilfred May, editor of 
the Commercial and Financial Chronicle, 
said early this year that the Dow theory, 
stripped of its copious jargon, is a “logical 
absurdity” and that its fallacies are com-. 
mon to most of the other internal market 
analyses techniques, 


Textiles. 

In my last report I dealt with the tex- 
tiles situation in U.S.A. About ten days 
later I came across an interesting article © 
in the weekly “United Business Service” 
which enjoys an excellent reputation here, 
The essay deals chiefly with the advance 
achieved by synthetic fibres in their 
dynamic growth, The new inventions are 
forming a strong challenge to wool and 
cotton, Amongst the most promising of 
the new fibres are those based upon the 
chemical, acrylonitrile, which first came 
into prominence with synthetic rubber. 
Arcrylic fibres have the qualities of wool, 
aside from special other advantages. They 
have a warm feel, have unusual resistance 
against abrasion and wear well, After 
having been tailored into garments they 
keep their shape to an unusual degres. 
They are mothproof, shrinkproof, and 
easily watchable, They have promising 
in carpets, blankets, drapery 
fabrics, ‘ 

The production of there synthetic fibres 
has been encouraged by the unusual ad- 
vance in sheep’s wool up to nearly $4 a 
pound, True, meanwhile wool prices have 
fallen to about $2.40; yet, they are still 
nearly 50% higher than most of the wool- 
like synthetics, Wool is largely an im- 
ported product in this country. On the 
other hand, these fibres, will be in as- 
sured supply in case U.S.A. should be 
cut off by enemy action, Blends of wood 
and the new synthetics are already ex- 
tensively used in uniforms for the armed 
forces, American Cyanamid Co. is at 
present the major producer of the raw 
material acrylonitrile, though large new 
capacity is under construction by both 
Monsanto Chemical and Union Carbide. 

The following table, giving ample 


details, is culled from “United Business 
Service”: 


Fibre Producer Princinval Raw Material 
Acrilan Chemstrand Acrylonitrile | 
Dacron du Pont Ethylene glycol | 
Dynel Union Carbide Acrylonitrile & vinyl chloride 
Fibreglass Owens-Corning Spun glass 
Fortisan Celanese Cellulose 
Orlon du Pont Acrylonitrile 
Saran Dow Chemical Saran plastic 
Vicara Virginia-Carolina Chemical Corn protein 


| 
| 
| 
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The investor has two means of profiting 
from the development of these promising 
new textiles: he may invest in the stock 
of the manufacturers of the raw material, 
or he may buy into the textile companies 
which spin and weave the fabrics. As 
production inereases, the invariable ex- 
perience has been that techniques ad- 
vance and costs are reduced. Just as 
nylon has taken over the hosiery market 
from silk, the new synthetics will sup- 
plant natural fibres (e-pecially wool) to 
a considerable degree, 

Leading textile companies which have 
been in the forefront with new fabrics 
are Burlington Mills, Robbins Mills, 
Duplan, and Textron, At the moment 
most textile factories are temporarily 
handicapped by excessive inventories and. 
con-equent production curtailments. How- 
ever, such periods are usually of short 


duration in this industry, and they often 


provide good opportunities for buying 
the stocks at reasonable levels. 


Items of General Inierest: 


How deep new ccrporationm taxes are 
eating into profits can be seen from the 
Eastman Kodak’s net results for the first 
half of 1951. Sales for the term displayed 
a 52% rise over the identical period of 
1951; but profits declined from $26,163,000 
($1.73 a share) for the first semester of 
1950 to $23,111,000, or $1.52 a share in 
1951, The reason for the decline is en- 
hanced taxation, namely from $15,000,000 
for the first six months of 1950, to $41,- 
000,000 for the past half-year, 

Similar conditions applied to other 
corporations, So, for instance, had United 
Aircraft Corporation to pay $10,503,000 
in taxes for the first semester, 1951, com- 
pared with $4,440,000. Net profits attained 
by the said concern for the first half of 
the current year were $1.77 a share, 
against $2.17 for the first half of 1950. 

In July employment in the United 
States reached 623 million, a new all- 
time high, Unemployment fell to 1.9 
million people. Residential building dip- 
ped sharply and is now 40% below what 
was doing a year ago, But non-residential 
- building stands 25% above what it was 
a year ago. The reason for the decline 
of private homes construction is mainly 
the higher down-payment, coupled with 
dearth of certain building supplies, 

Once upon a time 80% of America’s 
population used to be farmers. Today 
merely 16% of the ccuntry’s inhabitants 
are engaged in agricultural pursuits, The 
number of farmers in USA now stands 
at under 24.4 million, a decline of nearly 
five million when compared with 1940. 
But this recession dces not mean that 
agricultural output has declined. On the 
contrary, it remained steady or is increas- 
ing, due to new methods of planting, of 
marketing, of pest-controls and labor-sav- 
ing implements, 

The United States Department of Com- 


merce announces that cach dividend pay-. 


ments of U.S. corporations issuing public 
reports aggregated 2.5 billion dollars for 
the first five months of 1951, During the 
same period of 1950 2.2 billion dollars 
were disbursed, or 11% less, The largest 
increase came from rails, whose dividends 
were up 36%; in the manufacturing in- 
dustries auto producers topped the list of 


’ enhanced dividends, namely 27% 


-ECONOM IC REPORTS FROM INDIA 


From Our Own Correspondent 


Politics, national ‘od international, has. 
been dominating the business activity in 


India during the past few weeks. The 
climax was reached last week when. the 
markets were placed on the horns of a 
dilemma, Uncertainty about the - course 
of events has been having a restrictive. 
influence, and. by and large, there is a 
tendency among market men to indulge 
in stonewalling tactics, 

Gold quotations in Hongkong have 
been taken as a barometer of the Korean 
situation by India. By the middle of 
last week it was assumed that all was 
not well with the Kaesong talks and 
when the news of the breakdown was 


received the commodity markets, especi- — 
ally those connected with export items, 
registered an impressive upswing. The. 


enthusiasm has, however. proved short- 
lived and the markets have -changed the 


- front when it was known that the peace 


talks might be resumed, 

Though the commodity prices look a 
bit easy the undertone remains firm 
mainly because of the inflationary threat, 
The growing costs of imported food has 


already compelled Government to raise 
the subsidy which in turn will upset the, 
budget estimates. Stringency of capital, 
coupled with Government’s anxiety to. 
avoid a precipitate rise in interest rates 
will mean credit expansion against 
Government securities purchased in the 
open market by the Reserve Bank. Pros- 
pects of a cut in Government expenditure 
are slender because with the deteriorat- 
ing relations between India and Pakis- 
tan defence expenditure cannot be re- 
duced, and developmental programme has 
to be forged ahead, There is also a 


- feeling that imported inflation will get 


a fresh momentum in autumn, 

The breakdown of the Anglo- Iranian 
talks has caused a keen disappointment 
since Iranian oil accounts for 70 per cent. 
of our supplies. On the assumption that 
this source has to be cut off in the 
immediate future, Government are en- 
gaged in making alternative arrange- 
ments, Some supplies are likely to be 
availab’e from Borneo and these will be 
supplemented by dollar oil, But in the 
main the emphasis is on encouraging the 


more 
than in 1950. Moderate declines, ranging 
from 2 to 4%, were seen in the tobacco, 
food and beverage industries, 

Inventories still are high in this coun- 
try, notwithstanding better employment 
figures and higher wages. One of. the 
reasons might be found in Americans 
having made more purchases in 1959 than 


what they had planned, This applies 


clearly to houses, motor cars and furni- 
ture, Actually there were 12,700,000 auto- 
mcbile sales in 1950, which means one 
million above the 1949 turnover, Ameri- 
cans invested in 195) about $17 billions 
in cars alone. 

Domestic airline travel is likely to 
set a new record this year, It appears 
that total volume of business will, for 
the first time, approach Pullman traffic 
of 1951, Last year nearly 8 billion pas- 
senger miles were flown. Gains during 
the first semester of this year were 40 
to 45% over 1950. It is expected that 
1951 will end with 10 billion passenger 
miles flown, 

In 1950 there were 16,000 suicides in 
the United States, and besides about 109,- 


000 unsuccessful attempts at suicide, 


many of which resulted in permanent 
maiming or crippling. 

Motor car registration in the United 
States has reached a total of 49,176,796, as 
reported by the Automokile Manufacturers 
Association at Detroit in its Year Book 
going up to the close of 1950, This com- 
pares with 44,670,588 vehicles registered 
at the end of 1949. In 1950 the industry 
built 6,665,863 cars and 1,337,182 trucks 
and busses, This brought the auto indus- 
tries’ 5l-year production to 116,000,000 
vehicles. 


Goodyear Tire & Rubber Co., the = 


gest in its line, had record sales and re- 


cord profits in the first half of this year. 
Demand for its products continues in 
excess of practical productive capacity. 
Consolidated income for the first six 
months increased to $20, 686,000 (equal to 
$9.32 a share), comparing with $11,913,000 
(or $5.98 a share) for the identical period 
in 1950. This fine result was achieved in 
spite of largely enhanced income taxes 
at home and abroad, namely $38,254,000 
for the first semester of 1951, against $11,- 
466,000 for the same period in 1950. Actual 
sales during the first semeter of the 


current year were $544,642,090, or 58% 


over the 1950 figure of $344,887,000. 

Kennecott Copper Corp., the largest 
copper producer in USA., had a net in- 
come for the first half-year of 1951, ag- 
gregating $50,314,000, or $4.65 a share. 
This result compares with $37,744,000, or 
$3.49 a share, for the identical term of 
1950. These figures are before deduction 
for depletion of mines. 

Personal income in the United Sidtes 
has risen to record $251 billion annual 
rate, a $3,2 billion (or 15%) gain over a 
year ago, 

For about three years the cinema in- 
dustry in America divulged weak spots 
end its progress wes distinctly retrogade. 
This is due to manifold causes, as difficul- 
ties in remitting funds from abroad; 
competition from television; few outstand- 
ing new pictures, etc, Twentieth Century 
Fox jut published its results for the 
first 6 months of 1951, showing a net 
income of $1,071.000, or 30 cents per 
share, compared with $4,684,000 (or $1.59 
a share) for the analogous period of 1950, 
This is a very serious decline: Neverthe- 
less 50 cents quarterly dividend has been 
declared, 


} 
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domestic output of power alcohol for 


mixing with petrol. Already regulations 
providing for compulsory mixing are in 
operation in two states, 

The rift in the Congress ranks has 


taken a serious turn recalling the ¢on- 


troversy between Mahatma Gandhi and 
Mr, Subhas Chandra Bose 13 years ago, 
The issues are much the same but the 
personalities are different., 
gress cannot win the election without Mr. 
Nehru nor would it like to reduce the 


Congress President to the status of an 


A.D.C. to the Prime Minister. Efforts 
for a compromise are being made; but the 
situation has been causing anxiety. 
Another source of worry is the clash 
of views between India and the United 
States over the Japanese peace treaty. 
The U.S. has disposed of India’s sug- 
gestions as petty. On the other hand, 
India feels that they are vital issues of 
principle. Naturally, India will not 
participate in the San Francisco con- 


ference and will save herself’ and the 


U.S, from the embarrassing position and 
will sign a bilateral treaty with Japan. 

Though the Indian opinion is rather 
critical about American foreign policy as 
well as Washington’s attitude towards 
foreign aid to the East, there is a section, 
intellectually powerful but without large 
political influence, which thinks that in- 
dependent foreign policy and cultivation 
of friendship with foreign nations cannot 
go hand in hand. Typical of this was 
the statement made by the Liberal 
politician and well-known administrator, 
Mr, C, P. BR. Ayer ‘‘If economic problems 
of India which are more pressing than 
political problems are to be solved, Mr. 
Nehru should give up being a political 
leader and unless one makes good friends 
he would have to _ face _ half-hearted 
friends or enemies. India should, there- 
who can 


This aspect of the problem bas assumed 
growing importance in view of the deve- 
lopments on the Pakistan frontier, The 
Indian nationals have also heard with 
interest the Chinese decision to have a 
network of wireless in Tibet and to make 
a beginning with the establishment of two 


radio stations at Yatung and Gyantse 


across the Indian frontier, 


* 


The annual report of the Reserve Bank 
gives considerable prominence to the ex- 
to semi- 
urban areas and the problems of rural 
finance. Arrangements for extending re- 
mittance facilities at reduced rates and 
for exchange of notes and coins. have 
been made effective from this week with 
a view to imparting stability to smal! 
banking units operating in the interior. 
Unfortunately, the rise in the operating 
eosts of banks has been holding up bank- 
ing expansion, | 


into one compact unit. The 


The Con- 


The strait jacket manufactured by 
Parliament for regulating banking has 
yielded good results, The year ended 
June 1951 saw the amalgamation of two 
leading banks and the merger of four 
Central 
Board of Directors of the Reserve Bank, 
however, points out that ‘‘during the war 
a large number of banks were started by 
persons who had no banking experience 
whatsoever and the main object in pro- 
moting banks appears to have been to 
finance industries in which promoters or 
their friends were specially interested.’’ 
It is this aspect to which the department 
of banking inspection set up at an annual 
cost of Rs, 25 lakhs has been devoting 
special attention. 


The Journal of Industry and _ Trade 
published from this month by the Ministry 
of Commerce and Industry gives interest- 
ing details about industrial 
during the past three years. Barring 
textiles the production trend is upward 
and what is more significant is the sub- 
stantial increase in productive capacity 
in mary instances, Two groups of in- 
dustries, namely, chemical and electrical, 
have made remarkable progress in the 
the post-war period. In the former, ex- 
eepting bichromates, the other important 
chemicals have shown a. substantial im- 
provement with the result that the pro- 


‘duetion of sulphuric acid has improved 


from 80,000 tons to 102,500 tons and the 
productive capacity has reached 150,000 
tons, 

Equally remarkable progress has been 
made by the electrical industry and the 
country is in a position to produce 23 
million electric lamps, 185 million dry 
battery cells, 270,000 KVA power trans- 
formers, 149,500 h.p. electric motors, 
278,000 electric fans, 297,000 storage 
batteries, 45 million yards of rubber in- 
sulated cables and 6 million pieces of 


insulators. 


The Government of India are appar- 
ently thinking that the present lull in 
world markets is temporary. They are, 
therefore, reluctant to reduce the export 
duties, Restrictions on the packing of 
cotton textiles for exports have been 
relaxed for August and September but 


the reports about Japanese competition 
and the diversion of orders to Tokyo 
have not impressed New Delhi. Probably 


Government feel that the profit margin 
is still too high in export prices quoted by 
mills and shippers. In the case of oil- 
seeds prices have dropped further but 
beyond issuing a small export quota for 
the immediate period Government propose 
to do nothing. It is possible that the 
gradual release of quotas has been decided 


upon in view of the last year’s experience > 


which taught that a rush for exports is 
not profitable, The recent fall in oilseed 
prices has, however, attracted foreign 
buyers, | 


expansion 


- weather conditions. 


Prices of jute goods and raw jute con- 
tinue to seek lower levels. The _ trend 
was accentuated following Government’s 
refusal to consider the Jute Mills Associa- 
tion’s suggestion for lowering the export 
duty. With the removal of uncertainty 
about the official policy, however, the 
price is likely to be stabilised, In fact, 
the recovery suggests that foreign buyers 
holding up orders in the expectation of 
the duty being lowered have now, though 
slowly, begun to order their needs, Though 
American demand has not yet revived a 
better response is expected. Meantime, 
overseas buyers for heavy goods have 
been pressing Government to raise their 
quotas, Additional quotas for July- 


December period have been issued for the 
U.K. (20,000 tons), Nigeria (3,000 tons), 


Peru (2,000 tons), Afghanistan (200 tons), 
and Cyrenaica (100 tons), It is probable 
that further quotas will be soon issued 
for Australia and the British West Indies. 


Government’s cotton policy for the next 
season is based on free licensing of cotton 
imports and exemption of six Indian 
varieties from the control. Mills and 
importers will be granted licences freely 
to import American cotton stapling 14%’” 
and above within the overall ceiling. In 
respect of cotton imports from soft cur- 
rency countries importers with prior sale 
contracts with mills will be granted 
licences for cotton stapling %’’ and 
above excluding Pakistani cotton and 
East African cotton covered by the bulk 
purchase contracts. Imports of Egyptians 
will be allowed subject to the condition 
that the price of cloth manufactured 
therefrom will be fixed within the varia- 
tion of 10 per cent, over the prices to be 
fixed for cloth woven from American 
cotton, | 

Pakistan estimates to have a bumber 
crop of cotton this year both owing to 
an increase in acreage and favourable 
Preliminary reports 
have placed the aggregate crop at a 
million and a half bales, Pakistan has 
not yet announced its cotton policy for 
the next season. This is likely to be 
announced as soon as the quantity sold 
to China is shipped. A drastic cut in the 
cotton export duty is foreshadowed since 
Japan and Germany are likely to buy 
very much less from Pakistan during next 
season. 


The Tariff Board’s report on raw rub- 
ber gives interesting details about the 
progress of rubber plantations. Of the 
total area of 169,427 acres under rubber 
in India, 81 per cent. is planted with 
unselected ordinary’ seedling, 119,933 
acres are under ‘‘mature’’ and 49,493 
under immature, Between 1940 and 1945 
the average yield per acre varied between 
294 and 815 Ibs. In 1949 it dropped to 
282 Ibs, Many plantations have been re- 
planting with improved types of rubber 
trees but the progress is_ slow. The 
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PLANNING IN INDIA 


A five-year development plan, envisag- 
ing an outlay equivalent to US$3,765 
million, was compiled by India’s Planning 
Commission, which had been set up in 
March 1950 under the chairmanship of 
Prime Minister Nehru. The plan covers 
an expenditure of $3,135 million for restor- 
ing the prewar availability of essential 
consumer goods, and $630 million for 
ensuring a higher rat: of devclopnient, 
For the first part, the total planned ex- 
penditure of the Central Government is 
$1,542 million, and the share of the States 
is $1,593 million. The Commission urges 
that this part of the plan be implemented 
at all costs; the second part could be 


taken up if sufficient external assistance 


should become available. Priority is given 
to programs already begun, such as provid- 
ing for the rehabilitation of displaced 
persons, increasing production of food and 
raw materials over a relatively short 
period, implementing scheme for deve- 
loping material and technical resources and 
enlarging the scope of employment, con- 
solidating progress already made in social 
services, and providing for a more rapid 
rate of development in the less developed 
States. The principal emphasis is on 
agriculture and irrigation, The distribution 
of estimated outlay for the first part of 
the Plan (based on internal resources 
only) is as follows: 


Central Government States Total 
(million U.S. dollars) 


Agriculture and 

38 365 403 
Irrigation and power .. 376 576 946 
Transport and com- 

650 165 815 
158 54 212 
Social services  ........ 144 420 534 
Rehabilitation ........ 166 ee 166 
Miscellaneous _............... 46 14 60 

1,542 1.593 


The irrigation and power projects are 
calculated to irrigate an additional area 
of 8.7 million acres by 1956 and to provide 
additional power of 1.1 million kilowatts. 
A program is outlined for the development 
of the main industries in the country, and 
for large-scale expenditure on cottage and 
other small industries. Provision also is 
made for the development of railways, 
roads, shipping, and civil aviation. The 


railway program is primarily one of re- 
habilitation, to restore prewar standards 
of operation efficiency, The shipping pro- 
eram aims at the expansion of tonnage 
in both coastal and overseas trade, 


Central Government’ resources’ for 
financing the first part of the plan are 
expected to total $1,346 million and re- 
sources to be collected from the States 
are estimated at $1,451 million, to be 
obtained in part from increased land and 
estate duties and other taxes. When ac- 
count is taken of the resources likely to 
become available through the food loan 
from the United States and through the 
aid offered by Canada and Australia under 
the Colombo Plan, there is the possibility 
of deficit finaneing if furthér external 
assistance is not available. The outlay 
contemplated in the plan is about $210 
million more than the outlay over the 
six years of the Colombo Plan, 


To meet the central problem of inequa- 
Jities of income and wealth, the Commis- 
sion suggests the abolition of the Zamin- 
dari system (the Indian landlord system), 


fixation of fair rents for tenants, provi- 


sion of security tenure for cultivators, 
progressive development of organized 
credit to replace usury, stringent measures 


against tax evasion, ploughing back 
industrial profits into industries, 
encouragement of small savings, 


and imposition of death duties, The ob- 
jective of price policy for the next few 
years is to be the prevention of a further 
rise in prices, and maintenance of parities 
between such prices as those of foodgrains 
and commercial crops. The impact, on 
domestic prices of the deficit financing 
of development schemes might be moderat- 
ed to some extent by the use of sterling 
balances, A sharp reduction of black 
market prices and the availability of 
ample supplies at controlled prices are 
essential prerequisites to decontrol. India’s 


food problem, according to the Commis- 


sion, is not a temporary disequilibrium 
between supply and demand, but is due 
to the continually growing pressure of 
the population, During the next few years, 
annual imports of 3 million tons of food- 
grains should be planned for and, in ex- 


Indian tubber manufacturing industry is 
composed of more than 100 units; but 76 
per cent. out of a total of 18,882 tons of 
rubber is consumed by 3 factories, 
During the two years and a half preced- 
ing the outbreak of the Korean war the 
Indian control prices were appreciably 
above the world prices, the gap at times 
being as big as Rs. 39 per 100 lbs. The 
present price is Rs, 128 for 100 Ibs. which, 
however, compares very favourably with 
the world prices, In fact, the advantage 
of protection has been lost during the 


past 12 months, 7 

While rejecting the claim for protec- 
tion, the Board suggests that the question 
can be taken in the event of an appreci- 
able fall in the world prices of rubber. 
It also thinks that when the industry is 
completely rehabilitated during a period 
of 15 years the production cost will be 


brought down to Rs, 60 per 100 lbs. and 


overseas competition will not be serious, 
It has also indicated the measures that 
are necessary for rehabilitating the in- 
dustry and improving the quality. 


ceptional years, they might have to be 
even larger, The Commission suggests 
monopoly procurement and urban ration- 
ing as minimum measures in all States, 
and recommends a _ reserve of one 
million tons to meet emergencies and to 
influence prices. 

The Commission rejects nationalization 
of land as impracticable, and states that 
the solution to the problem of individual 
agriculture lies in the direction of coope- 
rative cultivation. It recommends coope- 
rative village management as the ultimate 
objective, and the reorganization of agri- 
culture with the village as a unit of land 
management, all the land of a village 
being treated as a single farm. In such 
cases, however, the rights of ownership 
are to be recognized and compensated for 
through ownership dividends to be paid 
at each harvest, For the immediate pro- 
gram, the Commission suggests the 
establishment of village production coun- 
ceils and registered farms, and the pro- 
motion of cooperative farming societies. 
For agricultural workers (who comprise 
about a third of the rural population), 
the immediate application of a Minimum 
Wage Act, preference for cooperatives of 
landless workers in the settlement of all 
newly reclaimed land, and a progressive 
social welfare policy are recommended. 
The Commission recommends a bill for 
the development and control of industries, 


and suggests the setting up of Develop- ~ 


ment Council—one for each important 


industry—charged with the task of re- 


commending production targets, suggesting 
forms of efficiency, recommending mea- 
sures for improving the working of in- 
dustry, and helping to devise a system 
of distribution which would satisfy the 
consumer, The Commission also recom- 
mends the formation of a National De- 
velopment Council, through which the 
Prime Minister of India and Chief Minis- 
ters of States can review from time to 
time the working of the plan. 

A free flow of foreign capital is wel- 
comed, particularly because it would en- 
sure a supply of capital goods and tech- 
nical know-how and make it possible to 
utilize foreign patented processes. How- 
ever, foreign investment in the form of 


equity capital is preferred. The State will 


be unable to make large investments 
directly in industry, but such investments 
as can be made should be devoted to 
new lines urgently needed and“to the 
expansion of enterprise already under 
public ownership and management, The 
private sector will thus continue to play 
an important part in production and 
distribution. 

The P’an provides for au expenditure 
of $166 million over three years on rehabi- 
litation, The ‘Commission estimates that 
probably four fifths of the displaced per- 
sons from West Pakistan and one half 
of those ‘displaced from East Pakistan 
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HONGKONG’S TRADE IN WOODOIL (TUNG OIL) 


FOR JANUARY-JULY 1951 


For the first seven months of 1951 
Hongkong’s total turnover in Woodoil 
(Tung Oil) both in drums and in bulk 
reached a total of 661,624 piculs (1 picul 
equals 133.3 lbs.) valued at HK$144,566,270 
(£90.35 million), as compared with a 
total of 615,960 piculs for the first seven 
months of 1950. Imports came to 310,564 
piculs to the value of $62,250,953, and 
exports to 351,060 piculs valued at $81,- 
315,317, 

Imports of Woodoil in drums amounted 
to 225,289 piculs valued at $44,540,828 and 
exports to 90,749 piculs at $22,210,167, or 
a total of 316,038 piculs to the value of 
$66,750,995. | 

Imports in bulk came to 85,275 piculs 
at $18,710,125 and exports to 260,311 piculs 


at -$59,105,150," or a total of 345,586 piculs © 


at $77,817,257, 

Over three-quarters of the imports came 
from South China, the greater part being 
in drums. Apart from 64,000 piculs which 
came from North China, a very small 


quantity of 218 piculs was also received 


from Indochina, 


have been more or less absorbed in the 
economy. It expresses anxiety, however, 
over the unwillingess of many to move 
to States other than West Bengal. 


The Commission considers family plan- 
ning as a vital step in economic and 
social planning and calls for education 
of public opinion on the need for a limita- 
tion of numbers, The establishment by 
the Government of information and re- 
search centers for this purpose is 
recommended. 


HK. Imports of Woodoil (Tung Oil) 
For Jan.-July 1951 | 
In Drums In Bulk ‘Total 


Piculs Piculs' Piculs 
164,188 82.087 246,275 
Indochina 218 — 218 
225,289 85.275 310,564 


- 


As is only to be expected, shipments 
to the U.S, were greatly affected by the 
controls enforced in the country in regard 
to importations of China produce, In 
the January-July period of this year 
exports to the U.S, from Hongkong 
dropped to merely 3,786 piculs, 2856 piculs 
of which were despatched in March, This 


- was a noticeable decline compared with 


the monthly average of 35,155  piculs 
exported to the U.S, in 1950. However, 
the deficit was made up to a large extent 
by greatly increased exports to Europe, 
particularly to the United Kingdom, Hol- 
land and Germany, deliveries to which 
ccuntries rose from a monthly average of 
15,399 piculs in the course of 1950 to an 
average of 36,149 piculs this year, more 
than doubling their previous takings, 
Between them, these three countries up 
to the end of July took close upon 72% 
of the Colony’s exports of Woodoil, as 
compared with only 25% in 1950. 


Compared with the same period in 1950, 
imports of Woodoil in drums during the 
first seven months of this year showed 
a fall of 21.17%, whereas those in bulk 
increased by 113.799%, ‘The same applies 
in connection with exports of Woodoil, 
shipments in drums showing a decline 
of 91.05%, but exports in bulk having 
risen by 367.26%, The monthly average 
of imports and exporis for transactions 
in Woodoil totalled 94,518 piculs in 1951 
(Jan,-July) compared with 87,995 piculs 
for the same seven months of 1950. Exports 
alone showed a monthly average of 
00,151 piculs as against an average of 
41,580 per month for Jan,-July 1950 and 
of 60,955 piculs for the whole twelve 
months of last year. 


HK’s Trade in Woodoil (Tung Oil) 


1951 (Jan.-July) Imports Exports Total 
Pieuls Piculs’  Piculs 
Woodoil in Drums ... 225,289 90.749 316,938 
85,275 260.311 345,586 
310,564 351,060 661,624 

1950 (Jan.-July) 
Woodoil in Drums ... 285,015 99.670 384,685 
pr in Bulk 39,887 190,388 230,175 
324,902 291.058 615,960 

1950 (Year) , 

- Woodoil in Drums ... 642,558 195.146 837,704 
776,792 731,458 1,608,250 


HK. Shipments of Woodoil to Countries 


1951 (7 months) 


1950 (12 months) 


Total Monthly Total onthly 
Exports 4 of Average Exports % of Average 
Piculs otal Piculs Piculs Total Piculs 
EO era 55,180 15.7 7,883 38,573 5.2 3,214 
39,392 10.9 5,627 40,306 5.5 3,359 
252,983 71.7 36,140 184,789 25.2 15,399 


QO ver 80 years leadership in 
meeting the exacting require- 
ments of the “Machine Age’. 
Consult our specialists in 
helping to solve your Auto- 
motive, Industrial and Marine- 
Fuel Lubricating problems. 


— | 


STANDARD-VACUUM OIL COMPANY 


TELEPHONE 30203 


HONG KONG BANK BUILDING 


GRANTED 
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Woodoil Shipments—Monthly Averages 


1951 1950 1950 
(Jan.- (Jan.- 
July) July) (Year) 
Piculs Piculs'  Piculs 
Monthly Averages: 
Total Imp. & Exp. 94,517 87.995 125,687 


The best month for Woodoil imports 
was March, when the total exceeded 81,000 
piculs; the lowest was May with 20,964 
piculs, No imports were received in 
February, as a result of the reintroduc- 
tion of the barter system by the South 
China Trading Bureau and the difficulty 
of procuring suitable commodities not 
of a_ strategic nature to exchange for 
vegetable oils. 


In exports, the best month was Feb- 
ruary with 63,781 piculs and the worst 


June with 25,364 piculs, 


Woodoil in Drums 


Imports Exports 
1951 Piculs $ Piculs 
Jan. 37,160 6,991,159 23,967 5,025,829 
Feb. 56,706 11,042,290 12,750 3,102,757 
Mar. 72,140 13,956,168 20,027 5,046.810 
Apr. 80.090 6,391,990 11,382 3,001,426 
May 13,546 2,957,557 9,977 2,596,461 
June 10,181 1,978,145 9,060 2,443,478 
July 5,466 1,223,519 3.586 993,406 
225,289 44,540,828 90,749 22,210,167 
Woodoil in Bulk 
Imports Exports 
1961 Piculs $ Piculs > 
Jan. 383 54,000 31,926 6,708,694 
Feb. — — 51,031 10,487,131 
Mar. 9,171 1,545,400 16,746 4,124,424 
Apr. 11,288 1,882,000 51,423 11,991,156 
May 7,418 1,860,489 52,015 12,277,895 
June 41,183 9,496,708 16,304 4,018,169 
July 15.832 3,871,528 40,866 9,497,681 
85,275 260,311 59,105,150 


18,710,125 


By Order of the Board, 


Gibb, Livingston & Co., Ltd., 
Agents. 

Hong Kong, 

10th August, 1951. 


‘THE HONGKONG ELECTRIC 
CO., LTD. 


NOTICE TO SHAREHOLDERS 


NOTICE IS HEREBY GIVEN 
that an INTERIM DIVIDEND in 
respect of the year 1951 of $1.10 
per share, free of tax, has been 
declared payable on and after 17th 
September 1951, 


Applications for Dividend War- 
rants should be made either per- 
sonally or by letter to the Registered 
Office of the Company, P. & O, 
Building, 4th Floor. 


The Register of Members of the 
Company will be closed from the 3rd 
day of September 1951 to the 17th 

day of idee 1951, both days 
inclusive. 


Hongkong Shipping Reports 


FOR AUGUST 1951 


Arrivals | Ocean Steamers Departures 
Passen- | Passen-- 
Flag No. Tonnage Cargo gers No. Tonnage Cargo gers 
123 305,413 110439 2,184 117 290,863 51,676 2,778 
14 80,630 7,883 187 14 80,630 4.428 612 
12 7,666 7,538 8 14 12,280 7,826 
9 40,074 7,381 10 9 40,074 2,616 21 
11 53,778 17,397 1122 3 54,621 11,563 1,266 
7 34,180 8,640 126 7 36,488 2,561 233 
1 5,197 2,184 65 1 5,197 150 93 
Norwegian ....... 31 74,954 28,108 104 33 84,118 14,753 237 
Panamanian ...... 12 25.349 15,157 3 14 26,310 10,786 
4 12,904 1,894 = 815,321 3,280 6 
Portuguese ...... — 1 111 152 _ 
5 14,287 2,612 4 6 18,594 2,616 28 
Total Foreign 110 363,260 98,794 629 21 385,988 60,731 2,496 
233 668,673 209. 233 2,813 238 676,851 112,407 5,274 
os Arrivals River Steamers Departures 
Passen- Passen- 
Flag No. Tonnage Cargo gers No. Tonnage Cargo gers 
179 185,826 2,321 44663 181 187,717 9,740 45,020 
40 5,150 405 — 41 5,251 1,629 — 
Total Foreign ... 40 5,150 405 _ 41 5,251 1,629 — 
219 190,976 2,726 44663 222 192,968 11,369 45,020 
HONGKONG COMMERCIAL CARGO 
For first eight months 1951 
Ocean Vessels River Vessels 
Discharged Loaded Discharged Loaded 
Tonnage 
339,539 151.064 3,518 8,442 
248,380 130,625 3,569 6,394 


January-August 1951: 


Total ocean cargo discharged & loaded: 3,315 “— tons; total river cargo: 
93,749 tons; grand total: 3,409,351 tons, 


Monthly average for 1947, ‘1948, 1949 and 1950 (in tons):— 


out 
River cargo in 
out 


1949 1950 
272,418 320,079 
128,034 185,732 
8.291 7,893 
10,404 8,943 


Highest and lowest ocean cargo figures for 1948, 1949 and 1950 (in tons): 


Highest discharged 
loaded 


1948 
241,574 in Mar, 


.. 122,684 in Dec. 


138,922 in Nov. 


pe 57,988 in Oct. 


1947 1948 

187,552 193,416 

71,047 87,849 
7 488 9,042 
7,369 7,456 

1949 

377,034 in Dec. 
158,697 in Sept, 
179,805 in Feb, 
76,461 in Feb, 


1950 
443,678 in Jan. 
228,730 in Dec. 
252,428 in Aug. 


123,112 in Feb. . 


Lowest discharged .. 
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HONGKONG FREE EXCHANGE & 
GOLD MARKETS 
Review for the week August 27— 
September 1:— 


GOLD:—Highest & lowest prices for 


945 fine tael $334%-322-3/8, equiv. to 
99 fine tael and oz prices of _ resp. 
$350,42—337.72 and $291,21—280.66, Day- 
to-day prices (except for 30th August 
which was a holiday):— $334144—324y; 


closing 3244. 


FINANCIAL REPORTS 


32834—32414; 326—32234; 3253%4—32334; 
32454—32314. Week’s opening 324%, 
Macao and Canton .99 
fine tael rates resp. $34214—335 and 
$339—33314. Crossrates US$43 high, 
423%, low. Macao contracts for 24,000 ozs 
were concluded at 42.85—42.90 cif. 


. Excited bear covering pushed rate up 


to record of $33414—the highest in 1951, 
Rates afterwards leveled down and moved 


Foreign Trade Conducted by Junks & Launches of 60 registered tons & under 


JUNKS 
Dead Weight | 
Vessels Reg. Tonnage Tonnage of Cargo Passengers 
In- Out- Out- In- Out- In- Out- 
ward ward ward ward ward ward 
1951 August 1,273 1,318 156,941 160,614 42,092 8,352 8 8 
1,284 1,270 168,027 167,874 54,740 6,811 7 39 
LAUNCHES 
1951 August 367 382 7,832 8,214 977 898 
371 367 8,392 1,386 874 
—4 415 — 89 —178 — 409 4+ 24 
Total Vessels entered & cleared July 3,292 352,954 N. R, Tons 
99 39 ” ” August 3,340 333,601 ; 
4+ 48 —19,353 
Total Cargo discharged & loaded July 63,811 D. W. Tons 
” ” ” ” August 52,296 
—11,555 


January to August 1951: 


Total Vessels entered & cleared: 23,754 of 2,515,548 N, R. Tons 
Total Cargo discharged & loaded: 488,053 D, W. Tons 


Local Trade Conducted by Junks & Launches of 60 registered tons & under 


JUNKS 
Vessels Reg. Tonnage Tonnage of Cargo Passengers 
In- Out- Out- In- Out- In- Out- 
ward ward ward ward ward ward ward ward 
1951 August 1,251 1,315 51,472 51,221 9,429 6,468 74 50 
1,271 1,309 49,175 49,984 8,623 5,895 425 365 
—2 +6 42,207 41,237 + 806 + 613 — 351 — 315 
LAUNCHES 
1951 August 399 410 6,485 6,584 77 241 28,112 28,205 
404 409 6,087 6,143 52 156 21,908 15,063 
Total Vessels entered & cleared July 3393 «111,389 _N. R, Tons 
August 3,875 115,762 
44,373 
Total Cargo discharged & loaded July 14,686 D. W, Tons 
393 $9 August 16,215 
41,529 


January to August 1951: 


Total Vessels entered & cleared: 
Total Cargo discharged & loaded: 


28,563 of 972,723 N, R. Tons 
212,731 D. W. Tons 


part of Sept. 


into line with world markets. 
truce negotiations were again hopefully 
considered which caused bulls to unload, 
taking good profits. World prices tended 
also lower, 
of situation, undertone remains firm. 
Local stock position due to gradual build- 
up from larger imports from Macao now 
considered a downward price factor, The 
Korean negotiations may however stimulate 


the market and so will probably develop- 


ments at San Francisco peace conference, 
The local market lives on rumors and 
interpretation of news; a large number 
of individuals, having no other means of 
making a livelihood, speculate in gold 
rates, using own and borrowed capital to 
manipulate these prices. Overseas obser- 
vers often wrongly take their cue from 
local price movements not appreciating 
the purely speculative and often -illogical 
background of Hongkong fictitious gold 
business (or rather gambling). 


Change-over interest totaled $1.85 per 
10 taels, in favor of sellers. 
rate was due to increasing trading stock, 
further imports from Macao and lower 
inquiry from Far Eastern ports inel. 
India. Tradings: 210,800 taels (daily 
average 42.160), the increase in the figure 
having been due to more stimulation in 
the market following price fluctuations, 
Positions: 99,800 per average day. CUom- 
munist agencies. remained heavily over- 
sold. There were many stories circulated 
in the market about gold arrivals in 
Macao coming from communist China— 
this treasure being destined, it appears, 
to be exported via Hongkong to Far 
Eastern buyers, the Chinese authorities 
being in need of exchange and having 
large gold reserves, acquired from the 
‘people’, take the present opportunity of 
selling in unofficial and black bullion 
markets, The communist agents in Hong- 
kong seem to _ be convinced that the 
Korean fighting will be terminated and 
therefore they expect a decline in local 
and overseas bullion rates, The Swatow 
group remained overbought, the Shanghai, 
Canton and local groups sat on the fence, 
and importers continued oversold to cover 


their expected arrivals. 


Cash bars: 23,900 taels of which 13,500 
exported and rest taken up by gold hedgers 


for purpose of interest fixing, Exports 


were consigned to Bangkok and Singapore 
—50:50. No seizures occurred and the 
smuggling outfits showed more confidence. 
Shippers were however less satisfied as 
rates abroad dropped and their profits 
accordingly were reduced. Differences 
for .99 fine export bars amounted to 
$15.40-15.50, 

Imports from Macao totaled 21,000 
taels, During August contracts made in 
Macao totaled 106,000 ozs fine but only 
81,500 ozs arrived, the rest to be flown 
into the Portuguese colony during early 
The Macao govt, and the 


In spite of calmer appraisal 


This high 


Korean 


| 
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controlling syndicate, in which there is 
‘official representation and official pro- 
fit participation’, are anxious to see 
expanded imports as both the treasury 
‘depends to a good extent on revenue from 
import duty. and the so-called syndicate 
on ‘earnings’ from the ‘all-in fee’ which 
in fact is an illegal exaction. If the 
markef here should turn to lower levels, 
fresh imports into Macao would decrease 
and may, provided that the Korean war 
can be ended, come to a stop for some time. 

US$:—Highest & lowest rates for US$, 
notes HK$ 666-6523%4, DD 667-654, TT 
670-65614, crossrates US$ 2,388-2.437, 
Daily high-low TT rates (except for Aug. 
30, a holiday) :—$670-660; 663-658; 660- 


FAR EASTERN ECONOMIC REVIEW 


Sales: TT US$ 1,380,000, DD 610,000, 
notes 320,000, a total of US$ 2,310,000, 
Private transfers were considerable during 
the last two weeks, US$ is still scarce 
though local crossrate is one of lowest 
in the world. Trend is steady. Arbitra- 
geurs were good sellers of TT New York, 
cashing in on difference in local low and 
relatively high New York price. Other 
sellers were local banks (directly or through 
compradore depts,) and outport merchants 
who obtained here better price for their 
US$ funds than in Bangkok, Singapore 
etc. Chinese overseas remittances were 
on offer in larger volume, Demand for 
US$ to pay for Japanese goods (to be 
unofficially financed) ceased. 


tael $6.27-6.25, dollar coin 4,01-4, small 
coins 3.06-3.05. Sales: 21,000 taels, 22,000 
dollar coins, 8000 small coins of 20 cents 
each, Market quiet and featureless. 

BANKNOTES AND FAR EASTERN 
DD:—Highest & lowest note rates per one 
currency unit, in HK$:—London 15,72- 
15,50, Australia 12,63-12.50, New Zealand 
13.80-13,75, South Africa 15.35, Egypt 
13, Canada 6,20-6,11, India 1.16-1,157, 
Malaya 1,815-1.805, Philippines 2.27-2.20, 
Macao 1.15-1,12, Indochina .1275-,1265, 
Siam ,296-.291, Indonesia 38, Japanese 
yen $163-161 per 10,000. Rates were 
mainly nominal, only counter business 
done, : 

DD rates on Manila 2,25-2.18 (sales 


65614; 659-65714; 658%-657%. SILVER:—Prices for bar silver per 180,000 pesos), on Bangkok .301-,30 (sales 
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the economical cement water- 
proofing compound. 


@®SNOWCEM 
available in 12 most attractive 
colours. A_ waterproofing | 
cement paint that protects and | 
preserves, bringing light to 
any building! 

@COLORCRETE 

AND SNOWCRETE 


all the properties of cement-- 
with pigmentation to the color 
you want! | : 
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In the skies of the Orient, CATHAY PACIFIC 
AIRWAYS maintain a service that is regular, 
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journey by C.P.A. is assured in safety, speed YO/E/ SY 


and comfort. 


i 


~ 


General Agents: BUTTERFIELD G SWIRE (H.K.) LTD. 
Passages, call 56260, 30331, 27160 Freight, cell 58946 
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HONGKONG COMMODITY MARKETS 


It is becoming clearer in the lapse of a 


‘week since the new Trade Agreement be- | 


tween the United Kingdom and Japan 
was put into effect, that although there 
will be no difficulty in obtaining sterling 
to finance transactions there will at the 
same time be little relaxation in the con- 


trols governing trade with Japan. So 


far, there has not been a rush to procure 
goods from Japan, The price of most 
items is high, and in some cases they are 
not yet: up to the pre-war standard, Un- 
doubtedly, however, the changeover to 
sterling payment will facilitate the flo 
of essential goods into the Colony for 
local manufactures, and evidence of this 
should shortly become manifest. ‘ 
For the greater part the local commo- 
dity markets were dull, Dealings in Paper 
were limited by the difficulties encoun- 
tered in obtaining supplies at low prices. 
Industrial Chemical dealers were dis- 
appointed by the low. allocation for the 
fourth quarter of the year made by the 
authorities in Canton for the importation 
of! metals, In an attempt to reduce the 
the existing import surplus into China, 
very small amounts of foreign exchange 
are being granted even to cover transac- 
tions on a barter basis, Vegetable Oils, 
however, showed gratifying signs of im- 


1% million baht), on India 1.15-1,13, on 
Singapore 1,855-1,85 (sales Mal. $700,000), 
on Tokyo in US$ at HK$ 6,65-6,60. _ 

CHINESE EXCHANGE:— Taiwan rates 
per 10,000 yuan $2800-2755 (sales 1% 
million yuan), _Gold and US$ transfer 
with Taipeh quoted resp. 9914-99 and 
9814-98 per 100 in Taipeh, Rates tended 
lower as. sellers were much in evidence, 
The political outlook in Taiwan is unstable 
—-that’s at least how many merchants 
feel, 

People’s Bank yuan quoted here as 
follows, in HK$ per one million:— notes 
216-206, DD Canton 225-221, Amoy 220-218 
(with sales resp. PB yuan 120 million, 
250 m,, and 210 m.). HK$ remittances 
with Canton quoted 94-90 (sales $45,000), 
with Swatow 96-95 (sales $30,000), Gold 
and US$ on Shanghai quoted resp, 88-871 
and 85-844 (sales kept secret). PB yuan 
quoted lower as sellers threw larger 
amounts on the market. Official rates 
remain unchanged in Peking, 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA & CHINA 


The Directors of the Bank have declar- 
ed an interim dividend for the current 
year of 7% actual subject to income tax, 
dividend payable on 28th September. 
They also stated that should legislation 
follow in terms of recent White Paper 
and if an appeal to Chancellor of the 
Exchequer on grounds that a rate of 14% 
would merely represent restoration of 
pre-war rate should fail the maximum 
dividend of the Bank permitted to dis- 
tribute for the year would be a total 
of 13%. | 


provement; even Teaseed Oil, so long 
dormant, awakened with demands from 
Europe. 

Cotion Yarn—From commencement to 
close, the cotton yarn market was un- 
usually quiet last week. Mainland buyers 
having satisfied their requirements, only 
limited transactions took place. Indian 
yarns maintained their previous price 
levels: a few transactions in 32’s were 
effected at $1990/$2040 per bale. Hong- 
kong-made yarn showed a fall in prices: 
20’s had sales at $1820/$1850 per bale; a 
few sales of 10’s took place at $1330 per 
bale, 

Cotton Piece Goods—From the brisk 
trading of the previous week the market 
fell into inactivity upon the withdrawal 
of mainland traders from the market. 
Macao dealers offered $68 per piece for 
Japanese Grey Sheeting, Sept. and Oct. 
forwards, but little interest was shown by 
sellers, ._Hongkong-made Grey Sheeting 


was transacted at $65 per piece for Nov. 


forward. 

Metals—The metals market was in a 
state of inactivity, the result of restrictions 
placed upon the importation of! certain 
popular items by the authorities in Can- 
ton and their delay in the allocation of 
foreign exchange. The only item in de- 
tnand was Copper and Brass Scrap, new 
supplies of which have been forthcoming 
from thé Ryukyus, though not to any great 
extent, Copper Scrap sold for $547 per 
picul (133.3 lbs.), and old Brass Scrap 
went up to $260 per picul; new Brass 
Scrap was quoted at $278 per picul. Used 
Cartridges sold at $300 per picul for large 
size and $283.70 for small size. Used 
Copper Wire G8-G12 went up to $580 per 
picul and G18-G22 was quoted at $550 per 
picul, 

Mild Steel Plate, 6’ x 20° 3”, being short 
of stock was quoted at $105 per picul; 
4’ x 8 1/32” stood firm at $190, 1/16” was 
quoted at $170 and 3/32” at $155, 34” stood 
norminally at -$115 and 3/16” 
stood at $110 per picul. Mild Steel 
Round Bars, although without boyers, 
was kept up .in -price: to 1” 
was quoted at $54 per picul and 1}” 
and 14” at $55 per picul. In the case of 
Zinc Sheets, holders were unwilling to 
part with stocks in anticipation of further 
imprevement: European 3’ x 8’ G5 stood 
nominally at $650 per picul, G6 was offer- 
ed at $625 per picul, and G9-Gil stood 
at $500 per picul. 

Industrial Chemicals—Trading in- 
dustrial chemicals wa’ slow, and except 
for the presence cf dealers from South 
Korea, the market would have been very 
quiet, Caustic Soda was in demand for 
shipment to South Korea, and starting at 
$465 per 300-kg. drum for British Crescent 
brand and $475 for US 700-lb. drum, prices 
rose respectively to $490 and $480 per 


drum and closed at $480 per drum for 


each quality. German Yellow Petrolatum 
also enjoyed brisk sales; rising from $1.35 
to $1.40 per lb., while the US variety sold 
at $1.56/$1.60 per lb., and the Dutch pro- 
duct at $1.45 per lb. In order to meet 
turnover requirements, Zinc Oxide 99% 
was offered by certain dealers at $2.40 
for Indian White Seal and $2.50 per lb. 


for the British variety, For a similar 


to 3” 


reason Dutch Lithopone 30% was offered 
at $1.40 per lb. although later sales took 
place at $1.50; the Belgian product sold 
at $1.40 per lb. With the arrival of re- 
plenishments, Sodium Hydrosulphite was_ 
quoted lower at $1080 per picul for the 
Dutch variety, while the German 60-kg. 
packing fell to $1230/1250 per picul, rising 
on later sales, however, to $1200/$1250 per 
picul for the Dutch and $1370 for the © 
German products; forward offers were at 
$950 per picul for British 120-lb, packing 
Sept. 15, and $750 per picul for Dutch 
arriving October. Japanese Carbon Black 
in 84-kg. case sold at $21 per ib.; German 
sold at $2270 per 1454-Ib. case. Belgian 
Zine Chloride, in short supply, rose to 
$6000 per ton, British Ammonium Chlo- 
ride sold at $1380 per ton forward end of 
Sept. US Borax Granulated in 100-lb. bag, 
was taken by local factories at $61 per Ib. 
Paper—Dealings in: paper 
few during the week, Attempts on the 
part of stockholders to obtain replenish- 
ments locally at lower prices, did not 
meet with very great success. Norwegian 
M.G. Cap, White, 17.5 lbs, 25 x 44 in blue 
wrapping sold at $23.50 per ream and 
some’ sales were made at $23; the Swedish 
make was offered at $22.80/$23 per ream. 
Coloured M.G. Cap rose to $24.50 per 
ream but with few transactions, M.G. 
Kraft 100-lbs. 35” x 47” with nearly ex- 
hausted stocks sold at the record price of 
$1.72 per lb,; the 48-lb. variety remained 
at the previous price of $80 per ream. 
With the approach of the mid-Autumn 
Festival, Red M.G, Sulphite enjoyed brisk 
sales: 40-lb 35”x47” rose from $68 to $73 
per ream, 48-lb, stood at $87/$88 per ream 
with the expected arrival of new stocks, 
Weoodfree Printing was in demand but 
selling offers were few: Austrian, Dutch 
and Czech makes 57-60 Ibs. 31x43 were 
quoted at $1.62 and $1.63 per lb.; 69-70 
lbs. were offered at $1.64/$1.65 per Ib.; 
Norwegian and Swedish makes were 
priced at $1.68/$1.70 per lb.; 80-100 Ibs. 
were offered at $1.80 per Ib. Bond Paper 
was in short supply: Finnish 32-lb 22”x 
24” with watermark was quoted nominal- 
ly at $53 per ream: Norwegian and 
Swedish makes were offered at $54.50 
for watermarked and $49/$50 for unwater- 
marked, Cellophane, Coloured, was in 
demand with seasonal requirements: 
British 36x39” rose to $178 per ream; 
Japanese 36x39” was offered forward 
Sept. 15 at $140 per ream and at $145 
for spot, Newsprint in reel stiffened in 
spite of a quiet market: Norwegian, 
Swedish and Austrian 31” were quoted 
at $1.07/$1.08 per lb,; the Finnish make 
remained unchanged at $1.05 per Ib. 
Eurcpean Newsprint in ream 50 Ibs. 31”’x 
43” rose to $51 per ream; the Japanese 
make 50 lbs. also rose to $44/$44,50 per 
ream, but sales were made at $43 per 
ream and closing quotations were at 
$43.50 per ream, | 


China Produce—Towards the end of 
the week the market in Woodéil (Tung 
Oil) gave signs of improvement, with 
stocks in Europe running short and the 
U.S.A, market showing greater interest. 
Available stocks in Hongkong are 
estimated to amount to around 400 tons. 
Although the European price offer has 
been increased to £280 per long ton, it 
is still a good distance below the local 


were very. 


| 
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Air Services in 
The inaugural flight of the China Clip- 
per on’ November 22, 1935, from San 
Francisco to Manila via Honolulu, Mid- 
way, Wake and Guam, marked an epoch 
in the history of air transportation in the 
Orient. Commenting on this event the 
late President Manuel L, Quezon said: 
“This bold project of the Pan American 
Airways means the dawn of a new day 
in the history of inter-communication be- 
tween the East and the West. It is diffi- 
cult to describe our feelings as we attempt 
to realize that the Philippines and the 
other nations in this part of the world, 
by this air service, will be brought close 
to America as California is brought to 
the United States by surface transporta- 

tion,” 
Pan American World Airways laid the 


- foundation for the network of air routes 


to the Far East existing today. Know- 
ledge and experience gained during the 
- war have contributed a great deal to im- 
plement the air service. Manila, because 
of its geographical position, lent readily 
as the crossroad of international air com- 
merce in the Orient, Transport planes 
from the United States now make fre- 
quent stops at the Manila International 
Airport; so do planes from other coun- 
tries. 

The frequency of international aircraft 
movement at the Manila International 
Airport averages 84 a week, including 
military operations. The density of in- 


quotation of £288 c, & f., which is based 
upon the Canton export floor price. Sales 
of Woodoil were made to Australia at 
the rate of £301 per long ton c. & f, 
Sydney. The local sale price stood at 
$262.50 per picul for refined quality with- 
out drum and $260 for unrefined qual. 
without drum, Teaseed Oil, which has 
been inactive for a long period, became 
suddenly brisk with sales to European 
interests at £230 per long ton cic. 
Europe for 3% f.f.a, The local price 
declined from $230 to $207 per picul. 
With European buyers showing interest 
in Aniseed Oil, the price on large quan- 
tities was raised by sellers to $1020 per 
picul, although smaller lots changed 
hands at $1000 per picul; unrefined qual, 
was quoted at $990 per picul. Cassia Oil 
was quoted by sellers at $2000 per picul 
for export qual. and $1900 for unprocess- 
ed goods, with no transactions. 
Shortage of stocks gave an impetus to 
the price of Green Ramie. Sales of the 
West River product lst qual. were made 
at the price of $295 per picul and of low 
quality at $290 per picul. White Ramie 
high quality was priced at $300 per picul 
and 2nd qual. at $295 per picul. Cassia 
Lignea was in demand by Indian buyers 
and 80-lb. and 1-cwt. bales sold at $90 
and $93 per picul respectively. Aniseed 


Star showed price increases as a recult’ 


of low stocks, ist qual. being quoted 
nominally at $175 and 2nd qual. at $172 
per picul, Raw Silk had a brisk market: 
Shanghai A-grade was offered at $3880 
per picul and D-grade at $3300 per picul: 
Kwangtung 2nd qual. was quoted at 
$2400/$2700 per picul. | 
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coming and outgoing international air 
passengers at the MIA is around 1,100 a 
week. A large amount of the internation- 
al air traffic is being shouldered by the 
Philippine Air Lines, whose scheduled 
operations extend two thirds around the 
world, touching 16 international airports 
in the Far East, Middle East, Europe and 
the United States, PAL’s international 
operations may be better realized by 
examining data covering the first 
eleven months of 1950: revenue pas- 
sengers: 26,881; non-revenue passengers: 
1,472; number of hours flown: 15,335; 
number of miles flown: 3,310,334; freight 
carried: 4,872,531 pounds; mail carried: 
141,805 pounds, These figures have so 
impressed the Internationa] Air Transport 
Association. and the Civil Aeronautics 
Board of the United States that in their 
roster of 50 major air carriers throughout 
the world, PAL is ranked ninth place in 
unduplicated route mileage and _ thir- 
teenth place in scheduled ton miles 
operated. 

The Philippine Air Lines has inter-line 
agreements with the major trunk lines 
in the United States and Europe, thus 
enabling the air traveller to buy trans- 
portation ticket to any point in the world 
over PAL ticket counters. With the as- 
sistance of the Philippine Government, 
PAL has concluded bilateral air agree- 
ments with the government of Pakistan, 
India, Israel and Greece, Another 
achievement of PAL in the field of inter- 


national operations refers to its perfor- 


mance records—in safety, in speed, and 
in completion of scheduled flights. PAL’s 
DC-6’s hold all records for commercial 
aircraft flight on the San Francisco- 
Manila route (27 hours and 14 minutes), 
the Manila-Tokyo route (5 hours and 50 
minutes) and the London-Manila route 
(29 hours and 16 minutes). Its record of 
completed scheduled international opera- 
tions is 99.85 per cent. As for safety, 
PAL’s record is 100 per cent in so far 
as passenger fatalities in international 
operations are concerned, 

Another airline affording international 
air service is the Pan American World 
Airways (PAA), which resumed opera- 
tions in the Philippines early in 1946 
with a weekly trip to Manila. Today 
PAA makes three weekly schedules two 
via Guam and Wake and one via Tokyo— 
a total of six aircraft movements, that is 
three arrivals and three departures from 
Manila. The number of air travellers 
being carried into ‘and out of the country 
by PAA planes is around 600 a week. 

Pan American World Airways has con- 
tributed much to the early development 
of international air service in the Philip- 
pines, PAA was the first to use flying 
boats to the Philippines, operating six 
clippers before the war: China Clipper, 
Hawaii Clipper, Philippine Clipper (all 
Martin 120’s); California Clipper and 
Anzac Clipper (Boeing 314’s) and the 
Hongkong Clipper (Sikorsky). PAA was 
also the first to establish aeronautical 
aids in the Philippines. Before the war 


it had its main radio station at Makati 


near Nielson Field. PAA substations 
were located at Laoang (Samar), Infanta 
(Quezon then Tayabas), Catanduanes 


(Albay) and San Fernando (La Union). 
All these stations were destroyed during: 
the war. Today PAA is using a fleet of 
stratocruisers and DC-4’s in their opera- 


tions to the Philippines, The stratocruiser — 


is the largest aircraft coming to the 
Philippines, having a double-deck and 
weighing around 142,000 pounds, 

Third among the largest international 
carriers serving the Philippines is the 
Northwest Airlines. Northwest started 
operations in the Philippines in 1947, It 
is a pioneer in its line, having establish- 
ed the Great Circle Route from the Orient 
to the United States, 
path between Manila and New York City 
which is 2,000 miles shorter than any 
other route. Northwest is contributing 
toward popularizing the Philippines as a 
tourist attraction, offering the Great Cir- 


-cCle Route as a means by which Americans 


would be able to take a fortnight’s vaca- 
tion to the Orient. Filipino girls have 
been trained by Northwest to be 
stewardesses, and some. of! them are pre- 
sently connected with the airline’s opera- 
tions in the Far East, _ 

Other international air carriers operat- 
ing regularly in the Philippines are the 
Cathay Pacific Airways, Garuda Indo- 
nesian Airways, Qantas Empire Air- 
ways, and British Overseas Airways. 
Corporation. 

Cathay Pacific Airways is a British- 
owned airline with headquarters in Hong- 
kong. 
the MIA every week and carries terminal 
as well as transit passengers averaging 
around 500 a week, Its schedules cover 
aircraft movements from Hongkong to 
Borneo via Manila, with connections to 
Bangkok, Singapore, Rangoon and Sai- 
gon, It started coming to Manila in 1947. 
Besides the Cathay Pacific Airways, the 
British have another airline operating 
internationally in the Philippine. It is 
the British Overseas Airways Corporation 
(BOAC). It does not follow a regular 
schedule. 

Garuda Indonesian Airways started 
operating to the Philippines in February 
1950, as a replacement of the Royal Dutch 
Airlines (KLM) which used to come to 
the Philippines, In 1950 the Republic of 
Indonesia initiated an air arrangement by 
which Garuda could come as an Indo- 
nesian airline, not as the airline of the 
Netherlands. Since then Garuda has 
been making a weekly flight from Dja- 
karta and Sourabaya to Manila, 

Like the Garuda the Qantas Empire 
Airways is a newcomer, starting its sche- 


duled operation to Manila early last year, 


Qantas in an Australian airline, whose 
Skymaster planes visit Manila once every 
week, There are other airlines making 
non-scheduled operations in the Philip- 
pines, Trans Ocean Airlines, Pacific Air- 
ways Corporation, Alaska Airlines, Aus- 
tralia National Airways, Civil Air Trans- 
port (General Chennault’s airline), 


Guinea Air Transport. All of these are 


itinerants, but they contribute to the 
international air service of Manila, 


It follows a flight | 


It makes three regular calls at 


| 
| 


$19.9 million. 
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PRESEN T GENERAL BUSINESS & FOREIGN 
_ TRADE POSITION OF JAPAN 


Export Inflation and Disturbance of . 
Trade Policy 
The unbalance between exports and 
imports which became particularly mark- 
ed in the latter half of 1950, and the 
increasing special military demands creat- 


ed an. “export inflation” situation on the- 
contracted Japanese economy, 


mainly 


because they occasioned’ excess payments 


from the Foreign Exchange Special Ac- 


count, The higher level of international 
prices caused an advance in domestic 
prices, directly through exports and im- 
ports, which tendency was accelerated by 
speculative transactions in anticipation 
of a material shortage and recultant in- 
flation, In other words, the import 
difficulties arising from competing 
among foreign countries to obtain vital 
commodities for their rearmament plans, 
by the resultant price advance and -by 
the freight charge advance due to the 
shortage of vessels on the one hand, and, 
on the other, the heavy requirements for 
raw materials as a result of the increase in 
exports and in special military demands, 
brought about a pressing demand-supply 
situation. Therefore, emergency measures 
were required to promote imports. As 
is well-known, the application of the 
automatic approval system was extended 
and the usance bill system adopted by 
the Bank of Japan. Since the beginning 
of 1951, such measures have gradually 
proved effective and imports have 
developed favourably. According to sta- 
tistics compiled by the Bank of Japan, 
imports in January amounted to $101.8 
million and a $12.0 million import excess 
was registered. In February, imports 
reached $169.4 million (import excess, 
$65.8 million), total excess pay- 
ments including invisible trade being 
This trend continued in 
March when imports totalled $123.3 million 
up to the middle of the month (import 
exces*, $51.7 million), registering a $32.6 
million excess payment including invis- 
ible trade. As a result, the Foreign 
Exchange Budget for January-March 1951 
was revised and enlarged to $890 million 


from the original $520 million. 


Post-war Japanese economy has little 
elasticity because of the loss of accumulat- 
ed capital caused by war damages and 
the surrender and, therefore, is prone to 
suffer severely from slight disturbances, 

The import priority policy is accom- 
panied not only by the above-stated 
succesful effects, but also by a heavy 
decrease in foreign currency holdings, 
viz., from $520 million at the end of 1950 
to $480. million at the end of January 1951 
and $430 million at the end of February. 
As such a decreasing tendency is expected 
to continue in the future, it becomes 
neces‘ary to restrain the opening of L/Cs. 
Consequently, the Foreign Exchange 
Budget for April-June has been reduced 
to $450 million from $480 million in the 
original plan. At the same time, it was 
decide? **xt the automatic approval sys- 
tem, which had been temporarily suspend- 


process and result in a reaction. 


ed since the beginning of March, shall 
be. continued with adjustments in the 
application items and improvement in 
procedure, Furthermore, as a counter- 
measure to cope with the decrease in 
foreign currency holdings, the revival 
of the dollar usance system gave rise 
to discussion and the system is scheduled 


. to be adopted in April with a credit limit 


of about $300 million. 

As stated, the expori-import correlation- 
ship is manifested in the revenue and 
payment of foreign currency. Particular- 
ly for the Japanese economy which is 
highly dependent upon foreign trade, the 
importation of raw materials and export 
of products thereof cannot be interrupt- 
ed, Therefore, even a temporary partiality 
to one side would complicate the economic 
From 
this point of view, it may be natural 
that export promotion recently came to 
needed again, though with a somewhat 
different intention compared with the 
former case. After all, it is necessayy 
to establish such a firm trade policy that 
cannot be disturbed by passing pheno- 
menon. More fundamentally speaking, 
however, it is necessary to establish the 


market basis of imports and exports 


through the placing of Japanese economy 
in proper relation with international 
economy. Hence, international political 
developments, particularly in connection 
with the Japanese peace treaty, are at- 
tracting profound attention. 


Bearish Busincess Tone 


The world-wide inflationary tendency, 


which developed with a rapid tempo 
since last year, seems lately to have taken 
a reactionary turn—though, being of a 
war inflation nature, its basic tone cannot 
be radical in. change—due to a series cf 
measures such as price and wage controls 
in the U.S., the temporary su-pension of 
purchase of vital commodities by the U.S. 
government, the establishment of the 
international allotment committees for 
raw materials, etc., thus bringing about 
a sharp setback in prices of international 
commodities such as rubber, tin, etc., 
Reflecting such a change in overseas mar- 
ket conditions as well as influenced by 
domestic factors such as the recovery of 
the balance between commodity demand 
and supply due to favourable imports, 
speculative transactions becoming inactive 
due to the increased supplies for domestic 
use, domestic purchasing power being 
not so strong as to follow the advancing 
prices, etc,, the temporary su-pension of 
inflationary trend, which is well termed 
a bearish business tone, came to be wit- 
nessed towards the end of the fiscal year 
1950. The movement in the general eco- 
nomic indices will illustrate the situation. 

(1) Prices, which had steadied after 
the abrupt rise following the outbreak 
of the Korean conflict, took an abrupt 
upward turn after January of this year. 
The price advance, which had hitherto 


is anticipated. 


been partial.to producers’ goods, extend- 
ed to consumers’ goods. 

Beginning March, the advancing trend 
slackened somewhat. The prices of tex- 
tile manufactures have turned downwards 
from the continued boom, the decline 
being most pronounced in cotton and 
rayon yarn. Prices. of metal have 
also shown no advance. e 

(2) Reflecting the international poli- 
tical situation as well as various domestie 
factors, the average stock price, which 
approached the Y97 mark toward the ~ 


middle of March, stagnated thereafter. 


Generally there is selective buying instead 
of purchase on a temporary decline. 

(3) Note issue at the end of the fiscal 
year 1950 which, it was expected, would 
exceed the Y400 billion mark, stopped at 
Y396.3 billion, indicating a decline in the 
advancing tempo, attributable not only 
to the excess receipts over payments of 
treasury funds due to favourable tax 
collection and gradual decrease in excess 
payments of Foreign Exchange Special 
Account, but also to the fact that, bills 
drawn at the end of 1950 becoming due, 
city banks, in anticipation of a future 
lull in business conditions, restrained 
financing, following the higher rediscount 
rate applied by the Bank of Japan. . 

(4) The industrial production index 
(compiled by G.H.Q., 1932+36 = 100) 
topped the pre-war level in October, 1930, 
registering 108.4 and, thereafter, continued 
favourable, reaching the post-war high 
of 116.7 in December. In January and 
February, however, the index declined 
to 112.8, due to the decrease in coal pro- 
duction following the coal miners’ strike 
as well as to the lecs operation days and 
the adverse electric power conditions in 
these months. The fact that the decline 
in production was only small exp!ains, 
in a sense, the rather favourable develop- 
ment. With the increasing supply cf raw 
imports since the beginning of this year, 
materials with the continued favourable. 
production after March will advance, it’ 
However, on the other 
hand, a cautious sentiment prevails in 
the light of a decreasing trend of special 
military demands and a stagnating ten- 
dency of exports. After all, business 
circles seem to be waiting future develop- 
ments, with expectations of the so-called 
“new special military demands.” 


Japan—U.S. Economic Cooperation 
Programme and Future Outlook 
Under such circumstances, the Japan- 

U.S. economic cooperation programme, 
the socalled Dulles line, is being keenly 
discussed, in which Japanese economy is 
expected to contribute to the “free world” 
economy as one of the _ constituent 
elements. 

The gist of the programme, though not 
clarified yet, can be summarized as co- 
operation by the Japanese labour force 
and production facilities with defense 
production. In detail, it contains the 
promise of a continuance of allocations 
of raw materials to Japan, an increase 
in special procurements, the enlargement 
of production capacities ind the establish- 
ment of a synthetic economic policy to 
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accelerate these plans. Already some new 
special military demands are reported, 
and it is rumoured that an investigation 
as to the top levels of Japanese production 
capacities will be made. Consequently, 
it is expected that these factors will 
characterize the Japanese economy in the 
latter half of this year and will bring 
about strong industrial activity not neces- 
sarily accompanied by inflation. Whether 
inflation will result or not must be con- 
sidered with reference to the following 
factors. 

The first is the balance between exports 
and imports. As long as there is no 
change in world-wide rearmament acti- 
vities, the existing international market 
conditions, characterized as a sellers’ mar- 
ket, will be maintained, as a result of 
which, it is problematical whether the 
desired raw material allotments can 
be secured. Even if a balance is realized 
between exports and imports, the time 
lag and the resultant change in value 
will operate as inflationary factors. 
The second factor concerns public fin- 
ance. It will become necessary to revise 
the budget as the conclusion of a Japanese 
peace treaty approaches. Moreover it 
would be dubious to assume a natural in- 
crease in the collection of income tax, the 
_ Calculation of which is based on the price 
level in October 1950. Hence, it will 
become necessary to revise the figures as 
a matter of course. 

On the other hand, if the extent of 
public finance is enlarged with the de- 
velopment of the Japan-U.S, economic 
cooperation programme, inflation may 
result from public financing. The demand 
for industrial funds for 1951 is expected 
to amount to the huge sum of about Y750 
billion; by what means the funds will 
be supplied is an important problem. 

Recently it is reported that a Japanese 
peace settlement has been drafted, and 
optimistic hopes are entertained as to the 
development of Japanese economy after 
the latter half of this year. The results 
of month of July are being’ awaited with 
special concern, when business conditions 
are likely to show a weakness, and the 
fiscal year 1952 starts in the United 
States of America. 


FOREIGN TRADE 


Change in Trend from an Export Excees 

to Import Excess | 

The general trend of Japanese foreign 
trade in 1950, especially after the out- 
break of the Korean War, was marked 
by an ever increasing export volume 
and declining imports. This in addition 
to proceeds on invisible exports resulted 
in an enormous accumulation of foreign 
exchange funds, the balance of which 
reached $520 million at the end of 1950. 
Since last fall, the government has taken 
various measures to accelerate imports, 
such as the formulation of a long term 
Foreign Exchange Budget, and the intro- 
duction of the Yen Usance System by the 
Bank of Japan as well as the Automatie 
Approval System. The stimulating effect 
of these meacureg became apparent after 
the turn of the year, since when the 


import volume has increased greatly in 
January to $101.8 million and February 
to $160.4 million (twice that in December). 
On the other hand, the ever increasing 
exports reached the peak in December 
($114 million), declining since the turn 
of the year, those in January being $89.8 
million and in February $94.6 million. 
Thus the export excess changed to an 
import excess, the latter exceeding ex- 
port by $11,990,000 in January, and $65,-. 
790,000 in February. If invisible exports 
are included, there was still a credit 
balance in January, but in February pay- 
ments in foreign exnhange exceeded the 
total revenue by $19,860,000. . 


Export and Import by Countries 


(1,000 dobiars) 
1950 1951 
July-Dec. Jan. Feb. Mar 

Dallar area 

Export 198,315 26,503 28,539 28,704 

Import 168,455 52,578 90,568 119,089 

Balance 29,860 *27,075 *62,029  ¥*90,336 
Sterling area 

Export 144,265 28,824 29,369 35,303 

Import 109,337. 26,821 46,569 62,175 

Balance 34,928 2,008 16,200 *16,872 
Open account area 

Export 130,173 35,545 36,751 32,209 

Import 80,394 22,468 24,313 37,722 

Balance 49,779 13,077 12,4388 * 6,518 
Total 

Export 472,758 89,892 94,659 96,216 

Import 358,186 101,867 160,460 208,936 

Balance 114,577 ¥*11,995 %*65,791 *112,720 


* Excess of import 


A regional breakdown of these figures 
shows that in February, trade with the 
dollar area resulted in an import excess 
of $62,020,000 (twice as much as in Jan- 
uary), for the sterling area an import 
excess of $16,200,000 (against a $2 million 
export excess in January) and only the 
open account area showed export excess 
of $12,440,000 which, however, is much 
less than in the previous month. 

The excess of imports over exports 
had a good effect upon the internal eco- 
nomy in as much as the continuous 
outflow of Yen from the Foreign Ex- 
change Special Account which seriously 
threatened the balanced budget policy, 
turned to an inflow, and the so-called 
export inflation was stopped. On the 
other hand, Japanese foreign exchange 
resources dwindled making it necessary 
to resume strict control of imports. 
On March 6, the Foreign Exchange Con- 
trol Board suspended the issue of L/Cs 
for imports from the sterling area. Fol- 
lowing this, the Ministry of International 
Trade and Industry announced on March 
11, that the Automatic Approval System 
would be stopped for imports from the 
dollar area, the sterling area and Argen- 
tine and Sweden. The foreign exchange 
funds held by the F.E.C.B. amounted at 
the end of 1950 to $520 million, as afore- 
mentioned, but dwindled to $486 million 
at the end of January and $430 million 
end of February, indicating a decrease 
of nearly $100 million during a period 
of only two months, which trend it 
is expected, will continue. The decrease 
in sterling funds was especially severe, 
and obliged the withholding of the issu- 
ance of £ L/Cs at the end of February, 
the balance of sterling resources falling 
below the 16 million mark. 


than double the 


The Automatic Approval System, adopt- 
ed after the outbreak of the Korean War, 
did much to increase imports, as it eased 
import formalities. On March 8, the 
imports approved under this system 
amounted to $420 million which is more 
originally budgeted 
amount. Foreign exchange resources were 
so heavily drained, that this system had 
to be suspénded. | 

The whole situation indicates how very 
weak and the great lack on independence 
of Japanese national economy is even 
now, compelling the government to decide 
whether imports should be restrained or 
additional foreign exchange in the form 
of the Dollar Usance Bill System, etc.. 
should be obtained. | 

For the time being, the government 
succeeded in obtaining additional Sterling 
funds by exchanging Y10 million for 
dollars, to which the British Government 
acceded on March 17, thus enabling the 
resumption of the issuance of £ L/Cs. 
The revival of the Automatic Approval 
System is pending and several exceptional 
measures have been taken: for instance, 
imports are authorized in case: (1) Import 
contracts will become void if the relative 
letter of credit cannot be opened in March 
(Indian cotton). (2) The arrangements 
have been made to ship in March. (3) 
Commodities already have been scheduled 
for internal distribution. 

To cover $20 million, necessary for 
the above imports, $14 million were taken 
in advance from the April-June Budget, 
and the balance will be supplied from 
funds made available by the suspension 


of schduled imports. 


Coming Season Imports and Exports 
The Import Budget for Anril-June had 
to be curtailed to $450 million, because 
the January-March period imports totaled 
$890 million, exceeding by far the original 
budget amount of $520 million, Features 


of the April-June Budget are: (1) Import 


from the U.S.A. are excluded from the 
Automatic Approval System and have to 
be alloted previously to import license. 
(2) Salt also is subject to prior allocation. 
(3) Foodstuff imports from the U.SA. 
(scheduled at $80 million) are to be under 
the GARIOA account. (4) An unusual 
big reserve is foreseen. 

The above budget may be further trim- 
med according to the money situation. 

It need not be emphasized that the 
whole Japanere national economy depends 
on processing mostly imported raw 
materials, and that an increase of imports 
is vital. The much discussed plans for 
Japan-U.S, Economic Cooperation cannot 
obtain the necessary materials. 

In order to obtain the urgently needed 
foreign exchange funds, the government 
has discussed with SCAP revival of ‘the 
Dollar Usance Bill System and if such 
are -made available, it will permit the 
continued import of necessary materials. 

Turning to exports, the present world 
outlook presents a rather dark picture 
because prices have slumped somewhat, 
and the Japanese export prices of some 
commodities are higher than those pre- 
vailing in world markets, thus the ex- 
pansion of export faces difficu]ties, though 
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hopes are entertained on the development 
of new special demands under the Japan- 
U.S. Economic Cooperation programme. 
Exports and Imports in 1950 — 


According to figures released by the 


Ministry of Finance, exports totalled 
Y¥298,032 million, or an import excess of 
Y36,029 million. Compared with 1949, ex- 


ports advanced by 75.5 per cent and. 


imports only 17,4 per cent, reflecting the 


enormous increase of exports after the 


outbreak of the Korean war. 


A break down of the exported com- 
modities shows that textiles still top the 
list with 48 per cent of the total export 


value. Except wollen yarn, all items in- 


creased compared with the previous year: 
cotton textiles (which account for 24.9 


per cent of total exports) increased by 


53 per cent, chemical fibres five times as 
much as 1949 (or 6 per cent of the total 
exports). Raw silk and silk goods’ in- 
creased by 110 per cent and 43 per cent 
respectively. 


Export and Import by Commodities 
(in million yen) 


1949 1949 950 
% % %o 

1,889 4.85 18,186 6.10 114,579 40.28 116,672 34.93 
85,440 50.31 143,550 48.17 68,027 28.91 127,661 38.21 
Timber & Paper .... 3,694 2.17 6,307 2.12 2,499 0.88 2,416 0.72 
Animal and vegetable 
2,697 1.59 4,252 18,282 4.65 29,033 8.69 
Oil and fats ........ 1,552 0.91 2,806 0.94 25,750 9.06 19,237 5.76 
Chemicals ......... 1,780 1.05 5,701 1.91 19,025 6.69 20,686 6.19 
Minerals... 14,118 8.81 14,026 8,175 2.45 
Metals and products 25,500 15.01 57,346 19.24 15,807 5.38 7,549 2.26 
17,154 10.10 28,214 9.47 448. 0.16 2,115 0.63 
Miscellaneous ...... 10,357 6.20 16,015 5.91 581 0:23 431 0.16 
169,841 100.00 298,032 100.00 284,455 100.00 334,061 100.00 


It will. be noted that in spite of the 
increase in textiles, exports of other com- 
modities also increased still more, causing 
a minor recess in the proportional percen- 
tage of textiles to total export. 
50.3 per cent—1950, 48.2 per cent). 

The biggest increase in exports was 
recorded in the metal branch; iron and 
steel doubling and copper more than 
trebling ‘the 1949 figures. 
rearmament demand programme of -the 
U.S.A., metals and machinery made up 
30 per cent of total exports which were 
previously dominated by textiles. 


As regards imports, the top four items 


were textile materials, foodstuffs, animal 
and vegetable goods and chemical goods, 
in that order. Textile materials showed 
an 88 per cent increase. Foodstuffs in- 
creased by Y2,100 million, but the pro- 
portional percentage decreased (1949, 40.3 
per cent—1950, 34.9 per cent). 

Animal and vegetable goods showed a 
100 per cent increase both absolutely as 
well as proportionally. Metals and mine- 


(1949, . 


Reflecting the 


rals (mainly coal) which ranked fourth 
in the 1949 exports, falling to sixth in 
1950, or only one third of the previous 
year. 


A regional break down follows: 


Exports: Dollar area 34 per cent 

7 Sterling area 30 per cent 
Others 36 per cent 

Imports: Dollar area 55.4 per cent 
Sterling area 22.1 per cent 

Others 22.5 per cent 


Compared with 1949; the big increase of 


exports to the dollar area, and relative 
decrease to the sterling area, is apparent. 
The increase to the dollar area is due to 
greater buying by the U.S.A., Canada 
and Central and South American countries, 
exports to the U.S.A. jumping to 22 per 
cent of exports or a 100 per cent advance 
compared with 1949. Total exports to 
the sterling area also advanced slightly, 
though decreasing proportionally, those 
to the United Kingdom and India falling 
greatly, whereas exports to Pakistan, 
Burma, and Malay increased from 3 to 4 
times. 

Hommasiea with 1949, imports from the 
dollar area decreased, and those from 
other areas especially the sterling area 
increased, Among the various countries, 
the U.S.A. dropped markedly, while China, 
Australia, Argentine and Malay advanced. 

Up to 1949, Japanese foreign trade was 
more or less dominated by textile exports 
to the sterling area and foodstuffs and 
cotton imports from the dollar area (most- 
ly U.S.A.). In 1950, this unbalance was 
considerably modified. 


Actual Export and Import by Countries 


rt 


: 1949 1950 
millionyen % £millionyen % wmillionyen % million yen % 

Dollar area ....... 41,849 24.6 100,973 \ 33.8 200,029 .70.3 185,137 55.4 
50,736 18.1 64,548 21.7 179,838 62.2 144,743 , 48.3 
2,281 1.3 5,289 1.8 1,561 0.5 5,510 
NN  eseeeeeres 928 0.6 7,072 2.4 5,587 2.0 18,759 4.1 
Sterling area ...... 74,136 43.6 88,545 29.7 37,320 13.1 73,761 22.0 
U. Kingdom 12,592 7.4 9,351 3.6 1,541 6.5 2,245 0.1 
ae ne 353 0.2 1,570 0.5 6,792 2.4° 13,746 4.1 
Australia ...... 5,599 3.3 8,567 2.9 7,507 2.6 26,190 7.8 
1,524 0.9 5,857 2.0 2,221 0.8 6,352 0.2 
5,489 3.2 20,021 6.7 12,503 3.7 
19,474 11.5 7,447 2.6 4,363 1.5 6,241 0.2 
Other 53,857 31.7 108,514 36.4 47,186 16.5 75,1638 22.5 
Argentine ...... 609 0.4 7,557 2.5 450 0.0 10,549 3.2 
Hongkong ...:.. 9,583 5.6 19,212 6.4 593 0.1 284 0.0 
Indonesia ....... 9,042 5.3 16,662 5.6 4,759 1.7 4,253 0.1 
Thailand ....... 7,780 4.6 15,511 5.2 6,721 2.4 15,366 4.6 
Pormoss 2,141 1.3 13,684 4.6 8,938 3.2 11,197 3.4 
169,841 100.0 298,082 100.0 284,455 100.0 $34,061 100.0 
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Japanese Bicycle Industry 


The history of the bicycle industry in 
Japan goes back to 1890, when a small 
plant, which later developed into the 
the renowned Miyata Bicycle Company, 
first started its production, The industry 
made steady progress since then until it 
was smashed during the last war. Re- 
covery of the industry was one of the 
quickest. The overall production in 1950 
is believed to have =e the pre-war 
peak. 


Bicycle Production 
(in 1,000 units) 
Assembled 


Unit Parts Total Index 
1,090 1,168 2,258 100 
20 4 24 
115 345 460 20.3 
194 510 704 31.1 
418 942 1,360 60.0 
554 1,472 2,026 90.0 
981 1,355 2,336 103.4 


Unlike automotive industry, the bicycle 
industry does not require complicated 
technical knowhow, nor does it need a 
large capital to run _ the_ enterprise, 
Farmers, who constitute a big percentage 
of the population were, and still are, 
and also will be a source of a continuing 
demand of the products. 


In 1937, the production of 1,030 bicycle 
makers totaled 2,258,000 units, including 
1,090,000 assembled units, and _ parts 
enough ‘to turn out 1,168,000 complete 
units when assembled, ‘About 89 percent 
of the makers were located in the three 
big cities of Tokyoy Osaka, and Nagoya. 
- This tendency of gathering in big cities 


has not changed in the postwar years. 
A breakdown of the 1,030 makers reveals 
that the companies with more than 200 


workers on their payroll represented only . 


1 percent, whereas the smaller workshops 
with less than 50 workers constituted the 
majority of 94 per cent. At that time 
the number of bicycles in Japan was well 
around ten million, 


Japan before the war was one of the 
three big bicycle exporters in the world. 
In 1937, about 50 percent of the Japan- 
made bikes were shipped out to foreign 
customers, mainly in China, Manchuria, 
and South Sea Countries, ‘which earned 
0.8 percent of the total export proceeds 
or about 10 percent in value of the total 
machinery export for the same year. Due 
to the heavy war damage the production 
in 1945, the last stage of the war, was 
no more than 1 percent of the 1937 ‘level, 
of which Japan managed to export 1 500 
units to compare with the 1,139,000 units 
shipped abroad in 1937. The production 
capacity dropped to 720,000 units a year. 


But the makers were quick to rise up 
again from the ruin, Many munitions 
manufacturers converted their plants to 
make bicycles. The number of manu- 
facturers in 1949 reached 430 including 
38 big ones (9 percent) employing more 
than 200 workers. Those having less 
than 50 workers have decreased to 66 per- 
cent of the total number. About 70 per- 
cent of the makers are still found in 
city areas, which, turn out about 70 per- 
cent of the total production. 


After the end of the war, loss of the 


market in China and Manchuria, which 
had bought about 40 percent in the pre- 


war years, was severely felt. Then Bri- 
tish makers came out to compete with 
Japanese in India, Indonesia, and Malaya, 
whose combined prewar purchase amount- 
ed to some 30 percent of Japanese ship- 
ment abroad. For some time  preced- 
ing the outbreak of the Korean war, 
Japan exported some 90 percent to For- 
mosa. Since the second half of 1950, the 
export to Formosa dropped to some 60 
percent, but the decrease was more than 
made up by the increased sale to Indo- 
nesia and China, 


Export price per unit at present $34— 
$35 (Y12,000) f.o.b., whereas it averaged 
$18 in 1949 and $22 in 1950, 


Bicycle Export 
(in 1,000 units) 


Export 

Assembled v. Pro- 

Unit Parts Total duction 

0.4 1.1 1.5 6. 
| 3.0 16.0 19.0 4. 
1947 ut ate 18.0 25.0 43.0 6. 
84.0 108.0 8. 
1949 95.0 133.0 6 
137.0 295.0 12 


Cumulative — Value in Percentage for 1950 
Jan.-June July-Dec. 


ee re ere 0.7 4.0 
South & Central America he 1.5 


RECENT PRICE TRENDS IN JAPAN 


After undergoing a sharp upsurge since 
the outbreak of the Korean war in June 
1950, prices in Japan slowed down since 
March this year their upward swing and 
have now generally reached a stage 
where no further rise is expected. 
Though the trend of prices is not neces- 
sarily uniform for all commodities, there 
being a sharp price decline since March 
in the case of textiles while the price of 
metals has continued to rise, it may be 
Said that prices in general are now taking 
a stagnant course, 

Notwithstanding this slackening of the 
rising trend, prices in Japan are still re- 
latively much higher than in the U.S.A. 
and the United Kingdom, A comparison 
of the percentage rise in prices since June 
1950 up to March 1951 shows that whole- 
Sale prices in Japan rose 43.4% during the 
period as compared with 19.3% and 16.9% 


TABLE I—TOKYO GENERAL MARKET PRICE INDEX 


in the U.S.A. and the United Kingdom, 
respectively. This is also clearly discerni- 
ble from the fact that the recent decline 
in the value of export contracts conclud- 
ed by Japanese exporters is due to the 
higher export prices of Japanese goods 
as compared with those of other coun- 
tries. 

The purpose of this article is to examine 
the movement of Japanese prices since 
the outbreak of the Korean war and to 
pick out the factors that have governed 
their course in order to show the reasons 
why prices in Japan have risen more than 
the prices abroad, 

The Present Price Situation in J apan 

The movement of prices in Japan since 
the outbreak of the Korean war may be 
chronologically divided into four periods. 

First Period.—This period covers the 
months following the outbreak of the 


(Inne 24, 1969-100) _. 


conflict up to September 30, 1950. As fea- 


tures of this period may be mentioned the 


speculative buying of textiles and metals 
and the high cost of raw materials for 
producers’ goods. For example, the prices 
of textiles rose 40% and metals 5% dur- 
ing this period (see Table 1). The average 
weekly rise in commodity prices was 
1.6% for producers’ goods and 1.4% for 
consumers’ goods, or a general rise of 
1.6% for all commodities (see Table II). 
It appears that such an upswing in prices 
was due to increased exports stimulated 
by the rise in prices abroad following the 
outbreak of the conflict, heavy procure- 
ment demands, especially for metals and 
textiles, and speculative buying in antici- 
pation of a continued rise in foreign 
prices and the difficulty of importing raw 
materials. It was a period of price confu- 
sion. 


Con- 


Miscella- Pro- Con- 
Date All com- Food- , Ma- struction Chemi- neous ducers’ sumers’ 
mo tities stuffs Textiles Fuels, Metals chinery materials. cals goods goods ¢g 
.. 121.8 115.9 140.2 116.9 158.0 134.9 116.1 100.0 122.8 120.1 
136.8 121.3 148.8 120.2 176.0 169.0 147.0 0.8 129.6 141.9 128.8 
160.1 143.2 187.1 183.0 244.3 183.4 146.8 98.2 164.3 166.7 149.3 
167.2 141.2 170.5 137.6 289.3 196.9 160.1 100.6 165.0 179.6 147.6 
i 174.6 144.1 146.7 .. 160.2 299.2 224.1 162.6 106.2 179.9 190.1 149.9 


~ 


1951 
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TABLE II—AVERAGE WEEKLY RATE OF 
RISE IN THE TOKYO GENERAL MARKET 


Oct, 1, 
June 24- 1950- Jam 7- Mar. 4- 


Item Sept, 30, Jan. 6, Mar. 3 y 5, 

. 1950 1951 1951 

(%).. (Hr  (%H) 

All commodities 1.6 0.9 1.5 1.0 


Producers’ goods 1.6 Lok 1.5 1.5 
Consumers’ goods 1.4 0.04 


Second Period.—During the period 
from October 1950 to the early part of 
January 1951, the excessive speculative 
upswing during the preceding period was 
corrected somewhat by a levelling off of 
prices, but the prices of finished pro- 
ducers’ goods rose under the impact of 
the high cost of raw materials, Accordi 
to Table I, textiles and metals register 
a rise of 8%, respectively, during this 
period. Again, according to Table lI, the 


weekly average rise in the prices of pro- - 


ducers’ goods, consumers’ goods 

goods in general was decelerated to 1.1%, 
0.5% and 0.9%, respectively, This dece- 
leration in the weekly rise of prices was 
due chiefly to the stagnation in the ex- 
port of textiles and metal and _ the 
failure of special procurement de- 
mands to increase to the extent expect- 
ed. Another important factor was the 
blow dealt to speculative buying without 


regard to the actual demand by the 


relative decrease in the purchasing power 


at home and abroad. it should be noted, 


however, that the prices cf machinery, 
construction materials and miscellaneous 
commodities rose by 25- 30%, , which was 
a manifestation of the spread’ of the high 
cost of raw materials to producers’ goods, 
though the rise in the prices of these 
commodities was also due to the change 


in the course of special procurement de- 
mands, 


connected with foreign brute: an upsurge 
in the prices of such. basic raw materials 
as pig iron, soda and pulp, a rise in the 
prices of machinery and a slight rise or 
stagnancy in the general price of all com- 
modities, According to Table I, the prices 
of textiles fell 22%, while the prices of 
metals slackened their rise to 22%, mis- 
cellaneous goods 9% and other goods 


about 10%, According to Table II, the 
average weekly rise was 1.5% for produ- 
cers’ goods, 0.04% for consumers’ goods 


and 1.0% for all commodities, showing a 


trend almost identical to that of the 
second period. 


This stagnancy in the present price 
trend has been due to the combination of 


Speed up deliveries...cut down costs 


Tokyo Calcutta Karachi 


Third Period.—During this period from 
the early part of January 1951 up to the 
early part of March, the high prices of 
producers’ goods spread to consumers’ 
goods also, and there was speculative 
buying of textiles, metals, crude rubber, 
hides and leather and oils and fats. Ac- 


FREQUENT WEEKLY SERVICES 


Clipper Ca ..; speeds delivery of 
merchandise direct to markets all 
through the Orient. Goods arrive 
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days. Clipper Cargo offers you these 
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® Documentation time and costs are 
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cording to Table I, the prices of textiles, 
-miscellaneous ‘goods and foodstuffs rose 
by 26%, 39%, 17% and 18%, respectively, 
during this period. Again, according to 
Table II, the average weekly rate of rise 
in the prices of producers’ goods, consum. 
ers’ goods and all commodities was 1.5%, 
2.0% and 1.5%, respectively, showing a 
trend similar to that of the preceding 
period. This rise was due to the active 
purchases at home and abroad by Japan- 
ese trading companies in anticipation of 
inflation in view of the rise in foreign 
prices during the year-end and the early 
part of this year against the background 
of Communist China’s intervention in the 
Korean war and the declaration of a 
state of emergency by the United States. 
The accelerated rise in the prices of con- 
sumers’ goods was an indication of the 
spread of the high prices of producers’ 
goods to consumers’ goods. 


Fourth Period.—During this period run- 
ning from the early part of March to the 
present time (May 5), there took place a 
sharp. fall in the prices of textiles which 
had surged up in the third period, a fall 
or a stagnancy in the prices of goods 
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various factors, viz., the stagnant trend 
of foreign prices since the end of Febru- 
ary, the stagnancy of exports and special 
procurement demands, the improved do- 
mestic demand and supply relationship 
resulting from the smooth importation 
of raw materials, and the arrival of due 
dates for the payment of taxes and yen 
usance bills (for imports) and the dates 
of settlement of fiscal accounts, all of 
which factors served to check the upsurge 
of prices. The commodites most affected 
by the impact of these factors were tex- 
tiles, rubber, hides and leather and oils 
and fats. Textiles especially suffered the 
greatest blow, the price of cotton yarn 
per bale falling sharply from Y243,000 
as of the end of February to Y162,000 or 
so as of the early part of May, and that 
of raw silk (21-22 Denier) from Y300,000 
to Y220,000 during the same period, 


It is true that, owing to the abolition of 
official prices and subsidies in April this 
year, a sharp rise took place in the prices 
of basic raw materials, As compared with 
the past official prices, the prices of pig 
iron surged 46%, scrap iron 69%, caustic 
soda and soda ash about 60% and pulp 
100%. However, despite this sharp rise 
in the prices of basic raw materials, the 
prices of primary steel products, secon- 
dary steel goods and nonferrous metals 
registered a decline of about 10%, which 
fact can be taken as a manifestation of 
the failure of the demand to catch up 
with rising prices, 


In any case, prices in general have 
taken a stagnant trend since the end of 
April this year, and the average weekly 
rate of rise at present is only 0.1% to 
0.3%. 


It is significant to note that commodities 
closely related to foreign trade, such as 
- textiles, metals, rubber and hides and 
leather, have played the role of leading 
the price movement in Japan since the 
outbreak of the Korean war, While the 
prices of such commodities have been 
apt to rise in disregard of the actual de- 
mand, their rise has been checked by 
either the foreign or domestic demand. 
It should be noted that despite the soar- 
ing of the domestic market prices of 
these commodities, the relative decline 
in the domestic purchasing power has 
checked any sharp rise in the prices of 
consumers’ goods, with the result that, 
according to a survey of the Prime 
Minister’s Office, the rise in the cost of 
living since the outbreak of the Korean 
war up to March 1950 has been limited to 
18%, Thus it may be said that the rela- 
tive decline in the domestic purchasing 
power has served to check the develop- 
ment of a vicious inflation in Japan. 


Factors Governing the Price Movements 


That commodities closely related to 
foreign trade have led the price move- 
ments in Japan is proof of the fact that 
external factors have chiefly governed 
Japanese prices since the outbreak of 
the Korean war. However, it is the com- 
bination of such external factors with 
internal factors that has raised Japanese 
prices higher than foreign prices, 


External Factors—The rearmament 
boom abroad since the outbreak of the 
conflict and the upsurge of prices result- 
ing therefrom may be cited as the ex- 
ternal factors that have affected the price 
movements in Japan. The contact be- 
tween foreign prices and domestic prices 
of domestic goods occurs in the import 
and export prices of domestic goods, In 
the case of Japan, import and export 
prices have risen more than foreign prices 
— of the circumstances described 

Ow. 


Owing to the reduced exportable capa- 
city of the U.S.A, and western European 
countries on account of the conversion of 
civilian production to war production 
Since the outbreak of the conflict, the 
foreign demand was concentrated in 
Japanese export goods, A rush of orders 
for Japanese textiles was received from 
the countries of Southeast Asia in parti- 
cular. As a result, the general export 
price of Japanese goods increased 89.2% 
during the period from the outbreak of 
the conflict to April 1951 (see Table ITI). 
Such an upswing in the export prices 
caused an increase in the percentage of 
goods for export, with the consequence 
that the domestic prices of export goods 
rose, This rise in the domestic prices in 
turn induced a further upsurge in the 
export prices of such goods by virtue 
of the already described peculiar features 
of Japanese export goods since the out- 
break of the conflict. Thus there occurred 
a spiral advance in the export prices 
and domestic prices of the same type of 


Since March, however, the domestic 
prices which had sharply advanced after 
January under the stimulus of rising ex- 
port prices, failed to induce a resurgence 
in export prices as was the case there- 
tofore On the contrary, owing to the 
stagnation or fall of foreign prices after 
February induced by the temporary sus- 


pension of the stockpiling program of 


the United States, Japanese export prices. 
declined, which in turn caused a stagna- 


tion in domestic prices and even a fall in — 


the prices of some goods. 


Meanwhile, import prices had advanced 
in sensitive. reflection of the rise in 
foreign prices because of the fact that. 
the greater portion of Japan’s imports. 
comprised such commodities as foodstuffs 
cotton, iron ore, coking coal, industrial 
salt, wool and rubber, the prices of 
which at the sources have registered a 
conflict or the ocean freight rates for 
which have substantially increased. Par- 
ticularly great has been the effect of 


steep advance since the outbreak of the 


increased ocean freight rates, especially 
so because of the change of the source 
of supply from neighboring China to 
distantly located areas, As shown in 
Table V, ocean freight rates have dou- 
bled and even trebled, with the result that 
the import prices have advanced above 
foreign prices. Whereas the index num- 
ber of the general import price of! goods 
imported by Japan rose to 162 during 
the period from the outbreak of the con- 
flict up to March this year, it declined to 
152 during April (see Table IV), This 
decline was of course due chiefly to the 
effect of the stagnation of! foreign prices, 


TABLE III—CHANGES IN JAPANESE EXPORT PRICFS 


February March April 1951 


Commodity Unit 1951 1951 (B) B/A — 
| (%) 
General index for all commodities 100 188 206.5 189.2 

Cotton yarn Ca 20 ..cciccenss Cents per lb. 60.0 110.0 115.0 1115.0 191.7 
Cotton cloth, 2008 .......... Cents per yd, 15.5 31.0 83.5 30.6 196.8 
Raw silk, 21-22 Denier ...... Cents per lb. 260.0 570.0 600.0 486.0 186.9 
Rayon staple yarn .......... Cents per lb. 54.0 115.0 130.0 128.0 237.0 
Rayon filament yarn ........ Cents per lb. 53.0 128.0 135.0 125.0 235.8 
Dollars per ton 60.0 127.0 155.0 150.0 250.0 
Galvanized iron sheets ...... Dollars per ton 180.0 400.0 450.0 423.0 235.0 
Dollars per pce. 18.0 32.5 36.5 $7.0 205.6 
es Dollars per ton 12.5 15.5 18.5 19.0 152.0 
Dollars per box 4.9 6.7 6.7 6.7 136.7 
Chinaware, 8-inch soup plates Dollars per doz 0.47 0.64 0.75 0.85 180.9 
Canned oranges .......00.0- Dollars per 4 doz. 4.0 4.3 4.3 4.7 117.6 


Domestic Factors—Thus the impact of 
the rise in foreign prices has been sen- 
sitively reflected in Japanese import and 
export prices because of Japan’s high 
degree of dependence on foreign trade. 
This impact has been all the more ac- 
centuated by (1) the stringent supply of 
domestic goods, (2) domestic financial 
measures relating to foreign trade and (3) 
the weak financial resources of domestic 
traders and manufacturers, 


(1) The stringent supply of domestic 
goods was brought about by excess ex- 
ports over imports in the second half of 
1950 and special procurement orders 
placed in Japan since the outbreak of the 
conflict. Though in the meantime pro- 
duction had expanded, the greater portion 


thereof was abcorbed by foreign demand 
and, furthermore, a decrease in the do- 
mestic stockpile of raw materials occur- 
red. Under the circumstances, production 
expansion failed to alleviate the stringent 
supply of goods at home. However, since 
the turn of this year the excess imports 
over exports and the decrease in special 
procurement orders have greatly alleviat- 
ed the stringent supply of goods. Es- 


peciaily the satisfactory progress in the 


conclusion of import contracts during the 
January-March 1951 quarter has helped to 
dissipate the future uncertainty of obtain- 
ing raw materials, This has been one of 
the factors accounting for the stagnation 


of prices.in Japan since the early part of 
March, 
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TABLE IV—GHANGES IN JAPANESE IMPORT PRICES 


- Commodity Unit (A) 1951 1951 
General index for all commodities 100 158 162 (152 
Rice, Thailand .............. Dollars per ton 120.0 182.7 149.0 145.0 121.0 
. Wheat, Chicago | 99.49 97.2 (102.6 102.6 103.1 
Soybeans, Chicago .......... 120.0 175.0 175.0 165.6 187.5 
American cotton, 15/16 . Cents per lb, 36.56 (48.1 50.39 . 60.59 128.4 
Pakistan cotton Pence per: Ib. 29.7 62.0 67.5 65.5 220.5 
llars. per ton 166.66 350.0 350.0 450.0 270.0 
ence per Ib. 137.0 310.0 330.0 270.0 197.1 
Hard and bast fibre .......... Pounds sterling 
per 118.0 164.0 194.0 220.0 194.7 
sis Cents per Ib. 27.0 83.0 18.0 67.0 248.1 
Phosphate rock, Florida ..... Dollars per ton 12.0 23.0 23.5 23.5 195.8 
Coal, coking coal produced on ? 
the Atlantic coast of U.S.A. be 15.0 29.5 29.5 29.5 193.8 
Salt, produced in remote seas “ 10.0 20.0 20.0 20.0 200.0 
Iron ore, produced on “ze - 
lantic coast of U.S.A, 14.0 27.0 29.0 24.0 171.4 


-TABLE V—CHANGES IN OCEAN FREIGHT RATES FOR JAPANESE IMPORTS 


Wheat . Dollars ton Pacific coast of 
North America 6.75 16.50 16.00 237.0 
Rice ...... aes Rangoon 4,90 14.50 -15.50 316.3 
Cuba 10. 50 27.00 34.00 323.8 

Coal North coast of 

America 8.50 19.00 19.75 232.3 
Iron ore 2.80 6.00 1.80 278.6 
ele. ick. Shillings per ton Red Sea 44.00 120: 60 130.00 295.5 


(2) The domestic financial measures 
relating to foreign trade tended to direct 
the flow of funds into.foreign trade chan- 
nels, .Under the present Japanese.system 
of maintaining a foreign exchange funds 
special account for paying therefrom the 
yen proceeds of exports and receiving 
into it. yen payments for imports as coun- 
tervalues of the respective export and 
import exchange arising from foreign 
trade, the expansion of! exports after the 
outbreak of the conflict and the deferred 
collection: of the yen payments for im- 
ports (see Note 6 hereinbefore given) re- 
sulted in excess yen disbursements from 
the special account during the period 
from July 1950 to the early part of the 
- current year. On top of this, foreign 
trade firms were given preferential 
financial accommodation in line with the 
policy of according preferential treatment 
to foreign trade. On account of these 
two measures, a relatively large amount 
of funds flowed into the hands of foreign 
trade firms. 


(3) The .weak financial resources of 
Japanese foreign traders and especially 
manufacturers rendered them incapable 
of keeping adequate stockpiles of finished 
goods and/or raw materials, and even 
when they held such stock it meant that 
they had borrowed funds from outside 
sources in one form or another. 


It follows that.at.a time of rising prices 
they must hurriedly make proviscion for 
Taw And since the stock of 
finishe “goods in their possession is not 


large, the price is spurred on to rise by 


this shortage of stock. On the other hand, 


‘at a time of falling prices they find it 
necessary to hurriedly sell their finished 
goods in order to repay their debts, with 
the result that the price decline tends to 
be further accelerated. Such has been the 
movement of J apanese prices since the 
outbreak of the conflict in Korea, 


These three factors are indicative of 
the foundational frailty of the Japanese 
economy, which frailty operates to ac- 
celerate both the advance and the decline 
of prices. 


Conclusion 

In fine, though the rise in Japanese 
prices since the outbreak of the Korean 
war can.be attributed to the rise in prices 
abroad, the foundational frailty of the 
Japanese economy has served to raise 
Japanese prices more than foreign prices. 


As to the future outlook of Japanese 
prices, it is already clear from what has 
‘been said hereinbefore that this depends 
upon the movement of prices abroad. 
Though it is difficult to predict the course 
of the latter because it will be governed 
by the international situation, it is pro- 
bable that the general trend, while not 
so steep as the one that took place in the 
half year after the outbreak of the conflict, 


will follow at least a rising course in — 


view of the fulldress implementation of 

the rearmament programs of the various 

countries. If that is the case, it can be 

: presumed that the movement of Japanese 

prices will take a similar course. It should 


4 


not be tten, however, that the foun- 
dational frailty of the Japanese economy 


will affect their movement. 


As for the domestic factors that will 
govern the movement of prices in Japan, 
there are two kinds, viz,, those which 
will tend to raise the prices and those 
which will tend to lower them. Among 
the factors belonging to: the first category 
may be cited the proposed hikes in the 
various rates which heretofore have ‘been 
kept at relatively low levels (electric 


‘rates are scheduled to be raised about 
€0% beginning from this July), the price 
of fuels, freight rates and the price of 


rice. Although the hiking of! such charges 


may be considered as adjustments of the 


present unevenness in the prices of 
various commodities, this cannot be ignor- 
ed as a factor which will induce an 
advance in prices. | 


On the other hand, as factors belonging 
to the second category may be cited the 
tightening of qualitative credit control 
by the Bank of Japan, and the abundant 
inflow of imported goods during the com- — 
ing half year or so in fulfilment of import 
contracts amounting to some US$800 mil- 


lion entered into during the January - 
“March quarter, 


When these two cuingculan of factors 
are taken into consideration, it may be 
predicted that Japanese prices, while 


constantly fraught with the possibility of 
soaring, will probably take for the time 
being a levelling off or a slightly rising 
cour se. 


In any case, since it is urgently neces- 
sary to stabilize prices in Japan in order 
to attain economic autonomy, a funda- 
mental reconsideration of the past price 
policies is being strongly urged by in- 
terested circles, 
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THE SULPHATE OF AMMONIA INDUSTRY 
OF JAPAN 


History 
_ The production of sulphate of ammonia 
in Japan had its inception in 1901 when 
a small amount of it was produced as a 
by-product of coal used for gas production. 
After 1910 the production of sulphate of 
ammonia by the calcium cyanamide pro- 
‘cess was begun, With the outbreak of 
World War I and the consequent difficul- 
ty of importing sulphate of ammonia 
from the United Kingdom, which was the 
principal supplier then, the domestic pro- 
duction of this product gradually increased 


of the Pacific War in 1941 Japan ranked 


‘side by side with Germany as the world’s 


largest producer of this product, reaching 
the stage of almost complete self-sufficien- 
cy. By 1928 sulphate of ammonia had 
replaced soybean cake as the chief source 


of nitrogenous fertilizers in Japan (see 


Table II - 


- expansion of fertilizer production and, 


as a result, the industry made a remark- 
able recovery, with both the productive 


- capacity and output reaching an all-time 


high in 1950 (see Table IV), whereby 
Japan was able not only to cover her 
domestic requirements, but also to export 
some 100,000 metric tons of sulphate of 
ammonia to Formosa and other areas, In 
fact, the degree of recovery in the pro- 
duction of sulphate of ammonia was the 
highest among such basic commodities as 


| TABLE III 
DEMAND AND SUPPLY OF NITROGENOUS FERTILIZERS IN JAPAN DURING THE 
PREWAR ERA OF MANUFACTURE BY THE DIRECT SYNTHETIC PROCESS 
(Quantities in thousands of metric tons) 


Item 


after 1915, but even then a large portion 1929 1962 
“of the total requirements had to be im- Domestic production of sulphate of ammonia .. 109 235 460 982 1,240 
‘ported from abroad. Moreover, among sulphate of ammonia .. 277 520. 618 985 1% 
ercentage of self-sufficiency ............... 45% 14% 95% 97 
the nitrogeno Domestic consumption of soybean cake * ....... 397 827 236 194 142 
then, the proportion of sulpha o Domestic consumption of calcium cyanamide .... 122 176 178 286 261 


ammonia was far smaller than that of 
soybean cake. Calcium cyanamide also 


* Calculated in terms of sulphate of ammonia. 


Sources : ‘Same as those cited under Table I. 


& 


A 


accounted for a good proportion of the 


total consumption of nitrogenous fertili- 
zers in Japah (see Table DI). 


TABLE I 
DEMAND AND SUPPLY OF NITROGENOU 
FERTILIZERS IN JAPAN DURING THE 
ERA OF MANUFACTURE BY THE 
CALCIUM CYANAMIDE PROCESS 
(Quantities in thousands of metric tons) 


Since the outbreak of the Pacific War 
in 1941 the production of sulphate of 
ammonia steadily declined under such 


adverse conditions as (1) the general | 


shortage of materials, (2) inadequate trans- 
port facilities and (3) conversion of fer- 
tilizer production to methanol production 
by three out of the 16 sulphate of 
ammonia plants then in existence, More- 


coal, iron and steel and superphosphate 
of lime (see Table V). | : 


TABLE V 


INDICES OF RECOVERY OF COAL, IRON AND 


STEEL AND FERTILIZER PRODUCTION 
(1932-86 average—100) 

Sulphate Super- 

of phos- 


Coal Ironand ammonia phate of 


Domestic output of : id ; , tion uction tion tion 
sulphate of am- air-raids during 1945 reduced their overall |... 135 213 108 
ee Ok ec 295 16.0 79.0 104.0 capacity to less than 10% of their prewar 1945 .... 68 29 i he 1 

Domestic | consump- ‘ capacity (see Table IV). 1950 109 102 258 116 
tion of sulphate : * Ordinary steel products. 

72.0 122.0 180.0 2650.0 


of ammonia... 
Percentage of  self- 


TABLE IV 
WARTIME AND POSTWAR CHANGES IN THE 


Source: “Industrial History of the Showa Era,” 
-' Vol. III, published by the Tokyo Keizai 


con “PRODUCTIVE CAPACITY AND OUTPUT Shimpo-sha, Oct. 20, 1960. 
> OF THE JAPANESE SULPHATE OF 
soybean AMMONIA INDUSTRY Features of the Japanese Sulphate 
commumn- (Quantities in thousands of metric tons) of Ammonia Industry | 
tion of calcium Annual productive The following are the five features 
cyanamide........ * 11 91 111i Year capacity nnual output which may be cited as characteristic 
Calculated in terms of sulphate of ammonia, of the Japanese sulphate of ammonia 
Source: ‘Fertilizer Year-Book, 1950,” “‘Agrieul- 1946 ......... $11t 469 
tural Year-Book, 1943,” and ‘(The His- 1947  ......... 1,089+ 121 1. The core of the Japanese fertilizer 
tory of Japanese Chemical Industry” by 1948  ......... 1,325 917 industry.— 
Yango Shibamura, Aug. 19, 1948. In the United States the consumption 


TABLE II 
PRODUCTION OF SULPHATE OF AMMONIA 
BY THE PRINCIPAL PRODUCING 
COUNTRIES OF THE WORLD IN THE 
PERIOD BEFORE THE PACIFIC WAR 
(Quantities in thousands of metric tons) 


_* Highest record for the prewar period. 

+ As of August 15, 1945. 

+t As of March 31 of respective years. 

** As of September 30, 1950. 
Source: ‘“‘Fertilizer Year-Book, 


1950” and data 


compiled' by the Japan Sulphate of Am- 


of the three chief elements of fertilizer is 
in the proportions of nitrogen 26%, phos- 
phorus 48% and potassium 26%, with 
sulphate of ammonia accounting for only 
about 25% of the nitrogen consumed. In 


Soviet monia Industry Assn., Nov. 20, 1950. Japan, however, the consumption of nitr o- 

Year Japan Germany Union U.K. U.S.A. : gen is about 50% of the total consumption 
1937 993 924 659 424658 #701 Immediately after the Surrender, the of the three elements, and sulphate of 
1939 1,010 1,180 706* 677* 612 Japanese Government undertook the ex- ammonia accounts for some 80% of the 
* Production in 1988. pansion of fertilizer production. Pursuant nitrogen consumed (see Tables VI and 
Sources: “Chemical Industry Year-Book, 1943” to a SCAP memorandum of May 1946 on VII). Thus the sulphate of ammonia 
| and “Fertilizer Year-Book, 1950. the production, distribution and use of industry constitutes the core of the 


With the adoption in 1924 of the direct 


synthetic process, the production of sul-— 


phate of ammonia steadily increased year 
by year, Though Japanese manufacturers 
of fertilizers were confronted with threat 
of dumping by the international nitrogen 


fertilizers, steps were taken for the speedy 


Japanese fertilizer industry. 


TABLE VI 


COMPARISON OF THE JAPANESK AND AMERICAN PRODUCTION OF FERTILIZERS, 
BY PRINCIPAL. ELEMENTS 


(Quantities in thousands of metric tons) 


rtel of E during 1930-31, th 

cartel o urope during -31, ey eraniae Y : —— 
dissolution of that cartel, the Japanese 1950 386 44 222 25 268 8 876 100 
Government’s protective policy and the 1950 1,005 26 910 48 1,025 26 3,940 100 


depreciation of the yen following Japan’s 
reimposition of the gold embargo. There- 


after the Japanese sulphate of ammonia > 


industry witnessed a remarkable develop- 
ment, and by the time of the outbreak 


Sources: The 1941 figures for Japan are taken from the “Fertilizer Year-Book, 1950”: the 1950 
figures for N and P205 are taken from data compiled by the Ministry of International 
Trade and Industry, while those for K2O are import statistics: compiled by the Ministry 
of Agriculture and Forestry. The 1950 figures for the U.S.A. are transcribed from the 
Nov. 11, P00 Sens of the “Diamond,” which cites as its source the fertilizer supply 


program 


by the United States Department of Agriculture. 


| 
Item 1910 1914 1919. 1928 Year produc- steel* pro- produc- lime pro- 


i 


1951 
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TABLE VII 


COMPARISON OF THE PROPORTIONS OF 
SULPHATE OF AMMONIA CONTAINED 
IN NITROGENOUS FERTILIZERS 
PRODUCED IN JAPAN AND IN THE 
UNITED STATES OF AMBRICA 


(Quantities in thousands of metric tons) 


Nitrogen Of which sulphate 

Country Year content of ammonia 
Quantity % Quantity % 
Japan 194] 300 100 248 33 
1950 386 100 300 718 
U.S.A. 1948 814 100 220 27 


Source: The figures for the U.S.A. are transcrib- 
ed from “The Fertilizer Situation of the 
World’ by Nobuhide Tsuda, published 
March 19 


2. Specialized production by fertilizer 
companies,— 
Owing to the small production ‘scale 


of Japanese iron and steel industry, only | 


small quantities of by-products are avail- 
able from iron and steel manufacturing 
in Japan, unlike the case in the U.S.A. 
(see Table VIII), Accordingly, the pro- 
duction of sulphate of ammonia is carried 
on almost exclusively by companies 
specializing in fertilizer production. Of 
the various kinds of fertilizers produced 
by the 14 Japanese companies now 
specializing in this field, sulphate of 
ammonia accounts for the largest per- 
centage of output in the case of one com- 
pany and the second largest percentage 
in the case of four companies (among 
these four, calcium cyanamide stands first 
in output in the case of one company, 
while superphosphate of lime stands first 
in the case of another company). Thus 
sulphate of ammonia accounts for a sub- 
stantial percentage of the total output of 
Japanese fertilizer companies. As to the 
degree of concentration of production in 
this line, there is no excessive con- 
centration, with Toyo Koatsu Kogyo K.K.., 
which has the largest capacity for the 
production of this particular product, ac- 
counting for 20% of the national pro- 
duction and firee other companies ac- 
counting for more than 10% each of the 
national production. 

3. Complete dependence on foreign 
patents in the technical phase,—Even in 


the most important ammonia synthetic. 


process, Showa Denko K.K. is the only 
company that uses Japanese patents, with 
the rest of the companies all using foreign 
patents, Even the synthetic process used 
by Showa Denko is an improved form 
of the Haber-Bosch process. Thus it may 


-be said that this industry is completely 


dependent on foreign patents in its techni- 
cal phase, 

Japan is technically backward in almost 
every field of industry, but the sulphate 
of ammonia industry is the most typical, 
relying so much on foreign patents that 
tnese patents represent an “exhibition 
of the world’s technology.” 

4, Relative preponderance of the elec- 
trolytic process—Whereas the world's 
percentage for sulphate of ammonia pro- 
duction by the electrolytic process is 
estimated at 13% of the total production 
of this product, Japan’s percentage for 
this process is relatively high because 
of the cheap electric power available 
for this purpose (see Table IX). In fact, 


the Japanese sulphate of ammonia in- 
dustry had developed through active use 
of the cheap surplus electric power which 
had become available in the depression 
years following World War I, After 1931, 
however, plants using the gas process 
had steadily increased in view of the 
increased use of electricity by the muni- 
tions industries. In the period immediately 
after the Surrender, there was a strong 
revival of the electrolytic process because 


of the cheap electricity available then, but 
in view of the disadvantages of reduced 
operating rate during power-short seasons, 
a movement is now afoot to make a dual 
use of the electrolytic and gas process 
with a view to maintaining a uniform 
rate of operations as much as. possible. 
Accordingly, the greater part of the pro- 
duction expansion programs scheduled for 
the future provide for the use of the gas 
process, 


TABLE VIII 


COMPARISON OF THE JAPANESE AND AMERICAN PRODUCTION 


OF SULPHATB 


AMMONIA AS A BY-PRODUCT, WITH PERCENTAGE OF THE BY-PRODUCT TO TH 
TOTAL PRODUCTION OF SULPHATE OF AMMONIA 


(Quantities in thousands of metric tons) 


Production of sulphate of ammonia as a by-product 
19 4 8. 94 


1947 
% of total % of total % of total 
Country Quantity Quantity production Quantity production 
9 18 2 85 3 
809 80 863 80 447* 71 


* Production in the first half-year only. 


Sources: The figures for Japan are taken from data compiled by dis Japan Sulphate of Ammonia 


Industry Assn. ; 
World” by Nobuhide Tsuda. 


the figures for U.S.A. are taken from ‘The Fertilizer Situation of the 


TABLE IX 


PRODUCTIVB CAPACITY OF THE JAPANESE SULPHATE OF AMMONIA 
INDUSTRY, BY MANUFACTURING PROCESSES 


(Quantities in thousands of metric tons) 


Calcium cyana- 


Year Klectrolytic process Gas process mide process Total 
Quantity % Quantity % Quantity % Quantity % 
153 65 6 2 717 33 236 100 
339 46 298 40 100 14 737 100 
402 24 Lio 100 6 1,662 100 
429 22 1,471 765 61 3 1,961 100 
bes 664 82 1,426 68 0 0 2,090 100 
734* 28* 1,906* 72* 0 0 2,640* 100% 


* Estimated capacity. 
Sources : 


“Sulphate of Ammonia’’ by Yasuo Kondo, mublished Aug. 


20, 1950, and data compiled 


by the Japan Sulphate of Ammonia Industry Assn. 


5. Self-sufficiency in raw materials.— 
Japan, though poor in natural resources, 
is relatively rich in coal, pyrites and 
electric power. The supply of coal and 
pyrites is about equal to the domestic 
demand. Though there is at present a 
considerable shortage of electric power, 
this situation can be remedied by future - 
development of electric power resources. 
In this respect, the sulphate of ammonia 
industry has great advantages over the 
other essential industries, such as iron 
and steel manufacturing, textile manu- 
facturing and phosphate industry among 
the various fertilizer industries, all of 
which depend on foreign sources for 
the supply of raw materials, 


Present Condition of the Industry 


At the present time 14 companies. with 
a total of 17 plants are engaged in the 
production of sulphate of ammonia as 
their major product (not as a by-product). 
An outline of these companies is given 
in Table X. 

1, Scale of Production.—The economical 
scale for sulphate of ammonia production 
in Japan is 100,000 metric tons per year. 
As of September 29, 1950 a fair number of 
the companies producing this product had 
not yet reached this economical scale of 
productive capacity, but practically all 
of them have plans to expand their, 


capacity to this scale by the end of July 
1952. Only Asahi Kasei Kogyo K.K. and 
the Hikoshima Plant of Toyo Koatsu 


Kogyo K.K, have no room for further 


expansion. ‘In the case of Asahi Kasei 
K.K., sulphate of ammonia accounts for 


only 3% of its total output, its main pro- _ 


ducts being rayon and dynamite, In the 
case of the Hikoshima Plant of Toyo 
Koatsu Kogyo K.K., the plant is the oldest 
among the company’ s three plants and 
moreover there is no space for further 
expansion, because Hikoshima is a small 
island forming a part of Shimonoseki City. 
Incidentally, if operations are maintained 
at 80% of capacity, the estimated total 
national productive capacity in 1952 will 
roughly match the estimated demand of 
2 million metric tons set up in the self- 
supporting economic program announced 
in January 1951 by the Economic Stabiliz- 
ation -Board. 

2. Operating Rates.—Normally the oper- 
atable rate of the sulphate of ammonia 
industry is 80% of capacity, From the 
recent operating rates shown in Table 
XI, it will be seen that whereas operations 
by the gas process have generally reached 
the standard rate, operations by the elec- 
trolytic process are still a little below 
this standard, owing to the shortage of 
electric power during the water-short 
winter season. 
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TABLE xX 
OUTLINE OF THE PRINCIPAL JAPANESE MAN UFACTURERS OF SULPHATE OF AMMONIA ete 
Percentage 
of sulphate ! 
of ammonia Rank | 
to total of Main 
Authorized Date of Productive capacity production sulphate products 
capital Names Commence Synthetic of fertilizers of with 
Name of company stock of ment of July 1952 — process in 1949 ammonia percentages 
(Y 1m.) factories operations Sept, 1950 (estimate) _ 
Tokyo Koatsu Kogyo K.K. .......... 450 Sunakawa 1946 G 142.0 G 204.0 #$Claude ) 
Omuta*- 1932 G 2650.0 G 250.0 i ) 
Nitto Kagaku Kogyo K.K. .......... 500 Hachinoe 1940 (E 7.0: 3 3728 I.G. ) 
(G 47.0 (G 1738.0 ) 75. 1 
Yokohama 1939 G 85.0 G 114.0 om ) 
60 _ Akita 1940 (E 19.0 88.0 New 100 1 
(G 43.0 (G 438.0 Uhde 
Nippon Suiso Kogyo K.K. .......... 60 Onahama * 1940 G 81.1 ie ay 2 86 1 
| Tokyo Calcium 
550 Kawasaki 1931 B 250.0 (E 250.0 Engineering 30 2° cyanamide 
Experiment (40%) 
(G 60.0 Laboratory 
Super- 
Nissan Kagaku Kogyo K.K. ........ 500 Toyama 1008 Fauser 24 2 phosphate 
(G 95.6 of lime. 
(56%) 
Toa Gosei Kagaku Kogyo K.K. ...... 300 Nagoya 1984 (BE 658.4 (E _ 658.4 Uhde 50 1 
G #46 82.6 I.G. 
Tomei Kogyo 85.5 Yokkaichi 1946 44.2 Facer 100 1 
Befu Kagaku Kogyo K.K. .......... 60 Befu 1938 G 92.7 G 92.0 I.G. 97 1 
300 Ube 1984 G 2380.0 G 280.0 Fauser 36 2 
Nisshin Kagaku Kogyo K.K. ........ 1,000 Niihama * 1931 (E 26.0 (E 2.50 wnEC 4b 1 
225.0 (G@ 308.0 
Nippon Kasei Kogyo K.K. .......... 250 Kurosaki 1937 G 115.0 G 115.0 I.G 30 2 | yn 
0 
Shin Nippon Chisso Hiryo K.K. .... 400 Minamata 1910 E 98.2 E’ 100.0 Casale 60 1 | 
Rayon 
Asahi Kasei Kogyo K.K. ........... 700 Nobeoka 1928 E 49.0 E 52.0 a 3 3 - (61%) 
Dynamite 
(9%) 
5,215.5 E 663.9 E ‘734.1 
G 1,425.8 G 1,906.0 


E denotes electrolytic process. 


* Converted to methanol production during ‘tie last war. 
G denotes gas process. . 


{ Formerly the Japanese Navy’s fuel arsenal. 
TABLE XI 
RECENT OPERATING RATE OF JAPANESE SULPHATE OF AMMONIA PLANTS 
(Capacity and output in thousands of metric tons) 
April 1949-Mar. 1950 


: 4, Labor Productivity—The output per 
worker is shown in Table XIII. Though 
the two shift system in the prewar period 
has been changed to a three-shift system 


April 1950-Sept. 1950 


(1 year) in the postwar period, the productivity 

Annual Operat- Annual Operat- 

Process capacity Output ing rate capacity Output ing rate Per Wor ker is about two-thir ds of the 

ectrolytic PTOCESS 719%  quctivi is probably due chiefi 

Total or average ............ - 1,864 1,349 12% 1,963 835 85% the enterprises kept more workers than 


were actually needed, because profits 
were assured under the government sub- 
sidy system in force in the postwar period. 


Note: Usually the operating rate during the April—September period of each year is higher 
than the average for the whole year because this is a period of abundant water supply 
and brisk demand for sulphate of ammonia. 


Source: Data compiled by the Japan Sulphate of Ammonia Industry Assn., Nov. 20, 1950. 


3. Materials Required Per Unit of 
Product.—Table XII shows the quantities 
of coal, coke and electric power required 
for the production of a metric ton of 


decreased as compared with the 1938-40 
standard, but in the electrolytic process 
the quantity of electric power required 
has not yet recovered to the 1938-40 


TABLE XIII 


AVERAGE PRODUCTIVITY PER WORKER IN 
THE JAPANESE SULPHATHD OF 
AMMONIA INDUSTRY 


Output 
sulphate of ammonia by the gas and elec- standard owing to lower operating rate Year (metric tons) Index No. 
trolytic processes, respectively. Accor- due to smaller allocation of electric power 1937 (two shifts) ...... 78.5 100 
ding to the table, in the gas process the in comparison with the increased pro- _ 1950 (three shifts) ...... 34.5 . 
quantities of coal coke required have ductive capacity. Equivatent under two shifts 61.8 

| | Note : The figure for 1950 is calculated from 


TABLE XII 


PREWAR AND POSTWAR COMPARISON OF THE UNITS 


OF MATERIALS REQUIRED 


FOR THE PRODUCTION oF A METR‘C TON OF SULPHATE OF AMMONTA 


Gas process 


Electrolytic process 
Electric power 


the output during the April-July period. 
“The Situation of the Major Industries 
of Our Country,’’ published -by the Minis- 
try of International Trade & Industry, 
November 1950. 


Source: 


C Coal (including. motive power) 5. Raw Materials:—(a) Pyrites.—Japan 

Year Quantity Index has abundant reserves pyrites, 

(kg.) the demand and supply of this raw 

1938-40 average ........ 1,300 100 470 100 4,100 100 material. is more or less balanced (see 
1,450 112 760 160 5,180 126 Table XIV). H 

96 420 89 4.796 able ). However, its geographical 


Source; Data compiled by the Ministry of International Trade-& Industry and the Coal Associa- 


tion, Oct. 16, 1950. 


distribution presents a problem. Where- 
as pyrites mines are located mostly in 


‘ 
Al 
4 
| 
| 
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and superphosphate of lime plants .ac- 
counting for the major portion of the 
demand for .pyrites are. located... mostly 
in the western part of the country (see 
‘Table XV). On this account the sul- 
phate of ammonia plants located in 
‘western Japan not only must bear heavy 


ESTIMATED DEMAND AND SUPPLY OF 
| PYRITES IN 1960 


Sulfuric acid 
_required to 
Item cover the demand 
000 metric tons) 
Demand: 


Sulphate of ammonia 
1,686 


(1,405,000 metric to 

freight ‘charges, but ‘also experience of ime 
difficulty ‘in obtaining the supply of this 1, tons) . 
Yaw material at times of railway traffic 
congestion. However , with the abolition Total demand 3,201 
of price control since April 1950, this supply needed: 
situation is expected to be mitigated some- Sulfuric acid as a by product > 15 
in the future when the production 3,216 

pyrites is expanded at the Yanahara a 
Mine in western Japan, which is reputed Total supply needed ... (1,000 metric 
to ‘possess pyrites of the best quality and  Pyrites required to supply above 
the ‘second largest supply in the country, 
‘though hitherto it failed to produce more _ Shortage of pyrites ........-. eM 
in the absence of profit incentive under 950 ee 
the system of price control. Sourte : oh =" of the Economic Stabiliza- 

TABLE XV 


GEOGRAPHICAL DISTRIBUTION OF PYRITES MINES AND SULPHATE OF AMMONIA 
AND SUPERPHOSPHATE OF LIME PLANTS : 


(Quantities in thousands of metric tons) 


while keeping the consumers’ 


price low with a view to checking the rise 


in the price of foodstuffs. The difference 


between the producers’ price and the 
consumers’ price was covered by govern- 


ment subsidies. Thus under this system 


each producer was able to operate at a 


- profit. Moreover, the producers experienc- 
ed no financial stringency during the 


slack demand seasons (July-August and 
December-February) because their total 


’ ‘productions were entirely purchased by 


the Fertilizer Distribution Corporation, 
a government-operated corporation. How- 
ever, along with the gradual abolition of 
the government subsidy system upon the 
adoption of the Dodge line since 1949, 
the price of and subsidy. for sulphate of 
ammonia were revised in January and 
April 1950 and finally abolished in August 
1950 (see Table XVIII). Under the cir- 
cumstances, the various producers, es- 


pecially the high-cost producers, did their | 


best to lower the cost of production in 
preparation for free competition after 
August 1950. The producers’ estimated 
net proceeds per ton for their output 


' Sulphate of Superphosphate during the per iod. up to October 1950 

District _  Pyrites mines * ammonia plants { of lime plants ft after the abolition of price control was 

a Quantity Jo Quantity To Quantity %  Y17,507, a decrease of 2% and 15%, respec- 
Eastern Japan ** ........ 1,259 67 1,005 48 801 4g_—ittively, from the controlled price of Y17,- 
Western Japan 4 og _ 628 33 1,085 52 874 ie ae for electrolytic process and Y20 512 
Teel 1,887 100 100 1,675 100 for the gas procers in effort before Augyat 


1950. Although it appeared on the sur- — 
face that the producers by the gas process 


+ As of Sept. 30, 


* Based on the 3960 surly program of the Ministry of International Trade & — 


+t As of March 31, 1949. 
** East of Nagoya. 
+t West of Nagoya. 


(b) Electric power. —Though the amount 
of electric power generated in 1949 ex- 
ceeded the wartime peak (1942), the 
actual consumption fell below the war- 
time level owing to power loss during 
transmission due to deterioration of power 
transmission lines and equipment, More- 
over, a sharp postwar increase in con- 
sumption for household purposes. has 
greatly restricted the use of electric power 
for industrial use. (See Table XVI). 


been made to. increase its operating 
efficiency, consumption of electric power 
commensurate with the rehabilitation of 
productive capacity has not yet been per- 
mitted, as shown in Table XVII. 


TABLE XVI | 
CHANGES IN THE VOLUME OF GENERATION 


AND CONSUMPTION OF ELECTRIC 
POWER IN JAPAN | 


| (Volumes in millions of kwh) 
tae of Volume 


For this reason, the operating rate and | electric ot Trans- House- 
quantity of electric power required in the Year power © con- mission hold 
electrolytic process have deteriorated, _ generated sumption —_loss use 
as already stated hereinbefore. Though 1942 38,291 27,022 18.8% 2,600 
in the postwar period the sulphate of 1949 — 36,007 26,598 26.1% 6,033 
ammonia industry has been accorded pre- Source: 
ferential allocation of electric power as 
compiled by the Program & Statisti 
an essential and efforts have Division, ESS, GHQ, SCAP. 
TABLE XVII 


JAPAN’S POSTWAR PRODUCTIV! E CAPACITY FOR SULPHATE OF AMMONIA AND 
CONSUMPTION OF ELECTRIC POWER 


Volumes in 1,000 metric tons and 1,000,000 kwh, respectively) 


Sulphate of ammonia 
productive capacity * 


Of which, capacity of 


_ Consumption of 
electrolytic process 


electric power 


tpt ~ Volume Index No. Volume Index No. Volume Index No. 
1,325 122 470 135 1,542 116 
1,645 151 153 1,601 120 


* As of March of each year. 
Sources: “Fertilizer Year-Book, 


1950” and “Ind ustrial History» of the Showa Era” Vol. III, 


published by the Toyo Keizai Shimposha, Oct. 20, 1950. 


6. Profitability of Operations.—In view 


of the shortage of fertilizer for some 


time after the Surrender (the average 
annual output during 1947-49 was 806,000 
metric tons against an estimated effective 
demand of about 1,500,000 metric tons), 


an urgent program for expanding pro- 
duction was undertaken while maintain- 
ing a low price policy. In order to assist 
those producers whose cost of production 
was high a system of separate price for 
each producer or group of producers was 


were most adversely affected by the 
abolition of price control, none of them 
apparently sustained a deficit, thanks to 
their strenuous endeavor to reduce the 
cost of production and the fact that the 
controlled price set in April 1950 had 
provided a hidden margin of about 15%. 
The operating results of the major pro- 
ducers for the six months ending Sept. 
30, 1950 are shown in Table XIX. 

- However, since November 1950 up to 
March 1951 the costs of coal and coke 
have risen about 10% and 40%, respec- 
tively. Moreover, the rate for electric 
power is expected to be raised substan- 
tially after May 1951 in order to cover 
the increased depreciation charges on 
fixed assets in accordance with their cur- 
rent reappraised value. On the other 


hand, no substantial rise in the price 
jof sulphate of ammonia can’ be expected 


‘in view of the low purchasing power of 
the farmers. Under the circumstances, 
the producers are now doing their utmost 
to reduce the cost of production as much 
as possible. 

7. Technology.—According to the Tech- 
nical White-paper published in Jan. 1951 
by the Industrial Technological Agency, 
the Japanese sulphate of ammonia indus- 
try had reached the world technical level 
before the war, but has since fallen be- 
hind that of Germany and the United 
States in the following respects: 

(a) Whereas the service life of catalyst 
used in the ammonia synthetic process 
is 15 years in the U.S.A., 
years at the longest and three months at 
the shortest in Japan. 

(b) The Japanese technology for the 
refining of gas is also much inferior. 
Whereas in the U.S.A, synthetic gas is 


it-is only three © 


4 
> 
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TABLE XVIII 
CHANGES IN THE PRICE OF AND PRICE SUBSIDY FOR SULPHATE OF AMMONIA 


Various 


September 13 


phate of ammonia plants (the Hungnan — 
Plant in North Korea with a prewar 
annual capacity of 500,000 tons has been 
destroyed in the present Korean war) 


Date Producers’ price expenses Consumers’ price Price subsidy and in the light of the annual demand 
effective Amount Index No. Amount Amount =. Index No. Amount Index No. in ‘Formosa for 250,000 metric tons of 
Dec. 1949. 21,227 100 Y¥ 2,818  ##¥12,794 100 ¥11,251 100 Japanesc sulphate of ammonia since last 
1950 99 2,818 | year. Since this increased demand will 
pr. 1950 19,662 93 3,248 17, 
Aug.-Oct. 1950 17,507 80 2,898 20,400 Fender possible an operating rate of 80% 


Notes: 1. Dec. 1949 is taken as the base period for the index numbers. ie : 
2. The producers’ price before Aug. 1950 represents the average for all producers (Up to 
Mar. 1950 the price was set according to groups, but from April 1950 onward the 


price was set according to manufacturing processes). 
1950 represents estimate based on market price. 


increase by 300,000 metric tons in order | 


TABLE XIX 
OPERATING RESULTS OF VARIOUS 
JAPANESE PRODUCERS OF SULPHATE 
OF AMMONIA, SIX-MONTH TERM 
ENDING SEPT. 30, 1950 
(Amounts in millions of yen) 


The price for the period Aug. 


to increase the food production necessary 
to feed the increasing population 
(increase of about 1,300,000 persons per 
year) and to further raise the rate of 


of capacity, it will help much to reduce © 
the cost of production. The problem is 


‘how to raise the funds to finance the 


expansion of industrial equipment (about 
Y16 billion) and development of electric 
power resources (Y147.7 billion for 1951 
and 1952) for increasing the production 
of sulphate of ammonia. As a solution 
to this problem, it would be highly 
desirable to permit the use of the USS. 


? Profit , self-sufficiency. An export demand of Aid Counterpart Fund for the former 
Prod Sales yNGt, Tate on Manufacturing 200,000 metric tons can be expected in and to induce foreign capital for the 
Electrolytic View of the fact that Japan is the only latter, but as matters stand at present 
R 4.590 80 9.8 %o oa country in Asia that possesses any’ sul- their realization is believed to be difficult. 
3,283 832.5 as 
D 1,798 17 4.3% == == = TWA 
and gas = = = = —— 
8: The Businessman s Airline 
(4) 
Sources: Business reports of the various companies et -_— 


refined to an extent that the im- 
purity is reduced to  5/1,000,000ths 
of a milligram per cubic-meter, in 
Japan it is 30 to 100/1,000,000th of 
a milligram. Some even contain im- 
purity as high as 200/1,000,000ths of a 
milligram. This is the chief factor respon- 
sible for the short life of catalyst used in 
Japan. 

(c) Apart from the sulphate of ammonia 
industry, no other chemical industry 
using ammonia as raw material has yet 
been developed in Japan. Moreover, 
practically no use is made of the oxygen 
gas derived in the course of the separa- 
tion of nitrogen and in the course of the 
manufacture of hydrogen by the elec- 
trolysis of water, and the carbonic-acid 
gas derived in the course of the manufac- 
ture of hydrogen by the gas process. 


TWA =>} TWh = TWA 


TWA 


The businessman’s first choice is always TWA, — 
That’s because TWA’s conveniently scheduled flights 
help you make the most\of every working day. And 
they link 60 of the major business and industrial 
centres of the U.S.A, with 18 countries in EUROPE, 
AFRICA, the MIDDLE EAST and ASIA, 

Use the one-airline 2/1 the way. 


Book thru any 


Travel Agent, Airline 
or Shipping Line 

TRANS WORLD AIRLINES } 
TWA ZT WA TWA =! TWA 


FWA 


Future Outlook 


The Self-Supporting Economy Program 
announced in January 1951 by the Econo- 
mic Stabilization Board calls for an 
annual production of 2 million metric 
tons (an increase of 500,000 metric tons 
over the current produc:ion) of sulphate 
of ammonia by 1953, of which 200,000 
tons is to be exported. Looking from 
the demand side, it appears that the 


. 


domestic demand will have to be 
; Published and edited by ERIC E, HALPERN for and on behalf of The ‘Far Eastern Economic Review 
$ Ltd., at 322, Queen’s Building, Victoria, Hongkong.—Telephone: 32429. Cables: Ficom. ; 
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| Annual subscription rate: $60, Overseas £4.10-or US$12,60. 
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THE MERCANTILE BANK OF INDIA, 


(REGISTERED IN LONDON. UNDER THE COMPANIES ACTS OF 1862 TO 1890, ON 2ND DECEMBER. 1892) 


Head Office: 15, Gracechurch Street, London, E.C. 3. 


aracnl 
Bombay Chittawane Rangoon 
CEYLON MAURITIUS 
Howrah Colombo Port Louis 
Delhi Galle 
Kandy 


Madras Jaffna SINGAPORE 


NATIONALE HANDELSBANK N.V. 


Incorporated in the Netherlands. 
Established 1863. 


The liability of shareholders of the Company is limited 


Capital issued & fully paid up ............ Nfk 33,000,000.- 
Head Office:— Amsterdam, 

Branches :— 
Netherlands:— Sumatra:— India:— 
The Hague Djambi | Bombay 
Rotterdam Medan Caleutta 
Palembang 


Telok Betong Hongkong, 


Java:— Borneo:— Japan:— 
Djakarta Bandjermasin Tokio 
Djakarta Gambir Pontianak IXobe 
Bandung 

Celebes :— 
Malang Singapore. 
Makassar 
Probolinggo 
Semarang Lombok :—  Thailand:— 
Soerabaia,, Ampenan Bangkok 


Representatives in London and New York. 
Correspondents throughout the world. 


Banking business of every kind transacted. 


T. van Gulik, 


Manager. 


Agents in New York: Bank of Montreal, 64, Wall Street 
Branches & Agencies: 


MALAYAN FEDERATION HONG KONG 
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; World-wide coverage through one channel 


N SHIPPING 
IMPORT & EXPORT 
THE EAST ASIATIC CO.,LTD. . 
yy HEAD OFFICE: COPENHAGEN, 
QUEENS BUILDING, FLOOR, HONGKONG. 
CABLES: ORIENT, 


ye 


= POBOX 835. 
Branches 

London Bangkok San Francisco 
Hamburg Saigon New York 
Madras Manila Havana 
Bombay Cebu Seattle 
Calcutta Tabaco Vancouver 
Karachi Davao Montreal 
Rangoon Canton Mexico City 
Singapore Shanghai Sao Paulo 
Kuala Lumpur Hankow Santos 
Malacca Tsingtao Recife 
Seramban Tientsin Buenos Aires 
Klang Harbin Durban 
Penang Dairen Cape Town 
Ipoh Tokyo Johannesburg 
Teluk Anson Sydney Elizabeth 
Melbourne 


Other territories covered siren 
Agents and Associated Companies. 
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WHEREVER in the World British Mer- 
chants have gone on their lawful occasions 
they have gained repute by their qualities of 
commercial honesty and efficiency. _ 


CARRYING with them the British tradition 
of Law and Justice, of family life and the 
spirit of sportsmanship they have established 
the British way of life among the people with 
whom they dwell. Se 


SINCE Trust Corporations have won the 
confidence of the public of Britain as their 
-Executors and Trustees, it was natural that 
the benefits they confer should be made 
available to the people of the Colony of Hong 
Kong, the Far East and all who have interests 
there. 


IT WAS also fitting that The Hongkong & 


Shanghai Banking Corporation should be the . 


pioneers in promoting such a Trust Corpora- | 
tion on the China Coast whereby fiduciary 
Services of every description are made avail- 
able to all by the 


HONGKONG & SHANGHA! BANK, HONGKONG 
(TRUSTEE) LTD, 


| the Trust Corporation of 
THE HONGKONG & SHANGHAI BANKING CORP. 
HONG KONG : | 


AV 
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| SEATTLE & PORTLAND 
s.s. ‘‘PENNSYLANIA’’ Loads for Vancouver 14th Sept, 


The Glen Line Limited. 

The Royal Mail Lines. Limited. apse 

The Prince Line Limited. siaieeemagitl 

The Western Canada Steamships Limited. 

The Pacific Transport Lines, Inc. 

Furness Withy & Co., Ltd. . 
-- The Union Castle Mail Steamship Co,, Ltd. 

Alliance Assurance Co., Ltd, | 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Guardian Assurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 

Triton Insurance Co., Ltd. 

Lombard Assurance Co., Ltd. 

Economic Insurance Co.. Ltd, 

The Employers’ Liability Assurance Corp., Ltd. 

The -Merchants’ Marine ‘Insurance Co., Ltd. 


LLOYD TRIESTINO 


FOR SINGAPORE. COLOMBO, BOMBAY, KARACHI, 
ADEN, SUEZ. PORT SAID, VENICE, TRIESTE, 
LEGHORN & GENOA 
m.v, ‘‘U. VIVALDI’? Due Hongkong 6th Oct. 


Loading Hongkong 9th Oct. 


CANADA-ASIATIC LINES LTD. 


All the above subject to alteration without notice. 
BOOKING AGENTS FOR : 


| DODWELL & CO., LTD. JARDINE MATHESON 
: & CO., LTD. 
a 
§ BARBER LINE Wal 
| 14/18, PEDDER STREET, 
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? | 
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JAPAN & KOREA 
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4 18th Oct, Insurance, Shipping and 
? Accepting cargo on through Bills of Lading for tranship- Air Transport, , 
? ment cargo to South American and West African Ports. , 
GENERAL MANAGERS: 
AUSTRALIA WEST P ACIF IC LIN The Indo-China Steam Navigation Co., Ltd. 
10 BRISBANE, SYDNEY, MELBOURNE via RABAUL ee | te 
mv, ‘‘CITOS” .... .... Loading Hongkong beg. Oct, The Hong Kong Fire Insurance Co., Ltd. 
Hong Kong Airways Limited. | 
Accepting cargo for transhipment to Fiji Jardiné’ C6?" TRA: 
? FROM MELBOURNE, SYDNEY Ewo Breweries Limited. HE 
& BRISBANE Ewo Cotton Mills Limited. 
| 
-“AROS’’ 
| The Canton Insurance Office Limited ) he: 
; STATES STEAMSHIP COMP ANY British Overseas Airways Corporation. fo 
Shanghai & Hongkew Wharf Co., Ltd. 
| PACIFIC SERVICE 
4 FOR VANCOUVER DIRECT THENCE AGENTS: me 
q 
a 
| 
| 
| 
| 
| CUNARD STEAMSHIP ©O., LTD. 2 
B.0.A.C.— 
| OANADIAN PACIFIC — QANTAS — 
P.AL THE JARDINE ENGINEERING 


3rd FLOOR HONGKONG & SHANGHAI BANK BLDG. 
DES VOEBUX RD. TELEPHONE 28021/6 
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MAERSK LINE 


Managed by 
A.P. MOLLER, COPENHAGEN. 


MOLLER STEAMSHIP CO., NEW YORK 
General Agents U.S.A. 


Fast Fortnightly Service to: 
“NEW YORK, BOSTON, 


BALTIMORE & PHILADELPHIA 
via 


SAN FRANCISCO, LOS ANGELES & PANAMA 
Accepting transhipment cargo for Central and South American 


Ports, also for Caribbean and Guif Ports. 


NEXT SAILINGS: | 
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Gordon, Woodrotfe & Co. (Madras) Ltd. : 
Gordon, Woodroffe Morocco, S.A.R.L. Casablanca 
Gordon, Woodroffe Corporation, New York. 


Sole Agents: 
Biddle Sawyer & Co., Ltd., tial 
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